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Steamship tickets, hotel reserva- 
tions, itineraries, cruises and tours 
planned and booked to any part of 
the world by the American Express 
Travel Service. 


Stopping Leaks 


in 


USINESS houses are now more 
diligent than ever before in 
forestalling losses. The margins be- 
tween gross and net profit do not 
permit even the smallest leak. One 
item of expense which is being 
more carefully watched is the cost 
of travel by executives and sales 
men. Costs are pared and unfore- 
seen trips are reduced toa minimum. 
All such travel requires ready 
funds to meet day by day expenses. 
If these funds are in the form of 
cash there is the serious risk of loss 
or theft. Such losses are more fre- 
quent than is generally realized. 
Cash in itself is a disturbing travel 
companion. The close relationship 


which exists between a business 
house and its bank makes it pos- 
sible for the banker to materially aid 
in lessening these potential losses. 

In the same way that advice is 
given on credits, advice can also be 
given on safeguarding the firm’s 
travel funds. If organizations are en- 
couraged to equip their officers and 
salesmen with American Express 
Travelers Cheques, a worth while 
practice is started, which soon be- 
comes a routine rule of the firm. 
This practice results in an ever- 
increasing profit to the bank. 

There are many firms which have 
established this rule. It is a wise 
precaution. 


AMERICAN EXPRESS TRAVELERS CHEQUES 


AND TRAVEL SERVICE 
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O man can predict where the bank 
bandit will strike next or what toll 
of life he may take. He has already in- 
vaded areas believed to be invulnerable. 
As a Banker or Bank Director you 
should—in line of duty—know more 


about Federal Protection. 


Bank bandits belong outside your 
bank—Federal Protection keeps them 
there—or puts them there—quickly, 
safely and completely. Protection as in- 


stalled by Federal Engineers gives con- 


No promises to pay, no limited “withdrawals”’, 


The time has come 
to talk about PROTECTION 


FEDERAL GAS FOG 


The Undefeated Protection 
with an unequalled record 


One “Patron” who takes 


No Serip! 


“No thanks— 


good dough for me.” 


no trifling with the bandit—or you barter with 


your life—unless you are equipped with 


FEDERAL GAS FOG Bandit Protection. 


fidence to your customers. It is not ex- 


pensive. 


The time has come to talk about pro- 
tection. The time is here to make sure 
that yours is adequate protection for 
your needs. Half protection is danger- 
ous, Federal Protection is complete. A 
full solution of your protection problem 
is imperative . . . accept nothing less. 

Write today for more detailed infor- 
mation—it places you under no obliga- 


tion. Write now. 


FEDERAL LABORATORIES 


Protection Engineers 


185-4.1st STREET 


PITTSBURGH, PA. 


AMERICA’S AUTHORITIES ON PROTECTION 
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Liquid Assets Alone Cover 


Maturity Requirements 


Two Years in Advance 


As a part of its conservative investment policy, Investors 
Syndicate maintains at all times cash and prime bonds in 
an amount sufficient to cover Certificate Maturity require- 
ments for more than a year in advance. 

Cash, high grade bonds and securities as of December 
31, 1932, totalled $7,639,951.67 sufficient for over rwo 
yeats’ maturity requirements. 

This liquid position not only serves as a strong present 
safety factor but places the company in excellent position 
to contribute its share to economic recovery as it develops. 

For 39 years Investors Syndicate has not defaulted for 


so much as a day in the payment of any obligation. 


INVESTORS SYNDICATE 


Offices in 51 Principal Cities . . . Representatives Throughout United States and Canada 


AFFILIATED COMPANIES: INVESTORS SYNDICATE TITLE & GUARANTY COMPANY, NEW YORK * INVESTORS SYNDICATE, LTD., MONTREAL 
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Annual Statements December 31, 


1932 


THE TRAVELERS 


Hartford, Connecticut 


L. EDMUND 


ZACHER, 


PRESIDENT 


THE TRAVELERS INSURANCE COMPANY 
[ Sixty-ninth Annual Statement] 


AsseETS 
United States Government Bonds$80,545,615.00 
Other Public Bonds . . 88,947,727.00 
Railroad Bonds and Stocks . 76,551,628.00 
Public Utility Bondsand Stocks 70,477,391.00 
Other Bonds and Stocks 48,065,758.00 
First Mortgage Loans . 108,028,112.12 
Real Estate . 26,994,694.03 
Loans on Company’s policies . 122,310,510.97 
Cash on hand and in Banks 15,086,001.79 
Interest accrued. 10,287 ,629.67 
Premiums due and deferred 26,498,431.14 
All Other Assets 699,026.59 


ToraL . $674,492,525.31 


| 


RESERVES AND ALL OTHER LIABILITIES 
Life Insurance Reserves . $559,335,165.47 
Accident and Health Insurance 

Reserves . 9,475,162.90 
Workmen’s Compensation and 

Liability Insurance Reserves 46,287,060.93 
Reserve for Taxes . 3,211,402.49 
Other Reserves and Liabilities. 2,226,312.35 
Contingency Reserve . 7,778,318.00 
8,039,233.50 


Special Reserve . . . 
Capital $20,000,000.00 
Surplus . 18,139,869.67 


- _38,139,869.67 
"$674,492,525.31 


Tora. . 


THE TRAVELERS INDEMNITY COMPANY 
[ Twenty-seventh Annual Statement | 


ASSETS 
United StatesGovernment Bonds $1,714,490.00 
Other Public Bonds .  2,209,276.00 
Railroad Bonds and Stocks 2,948,119.00 
Public Utility Bondsand Stocks 1,623,800.00 
Other Bonds and Stocks 7,596,208.00 
First Mortgage Loans . 312,500.00 
Cash on hand and in Banks 1,769,200.15 
Premiumsin Courseof Collection 1,851,561.33 
Interest accrued 95,193.46 
All Other Assets 87.00 


ToTaL . . $20,120,434.94 


RESERVES AND ALL OTHER LIABILITIES 
Unearned Premium and Claim 
Reserves . $8,166,961.76 
Reserves for Taxes . 353,189.10 
Other Reserves and Liabilities. 541,808.19 
Contingency Reserve . 1,627,399.00 
2,141,968.99 


Special Reserve . . . . 
. $3,000,000.00 


Capital 
Surplus . . 4,289,107.90 


7,289,107.90 


ToTAL . . $20,120,434.94 


THE TRAVELERS FIRE INSURANCE COMPANY 
[ Ninth Annual Statement | 


ASSETS 

United StatesGovernment Bonds $3,024,544.00 
Other Public Bonds . . 1,228,174.00 
Railroad Bonds and Stocks. 2,469,173.00 
Public Utility Bondsand Stocks —4,170,681.00 
Other Bonds and Stocks 1.647,414.00 
First Mortgage Loans... 250,000.00 
Cash on hand and in Banks 1,907,045.29 
Premiumsin Course of Collection 1,229,437.36 
Interest accrued 111,071.53 
All Other Assets 17,046.30 

, . $16,054,586.48 


RESERVES AND ALL OTHER LIABILITIES 

Unearned Premium and Claim 

Reserves . . . $10,266,136.84 

Reserves for Taxes . 254,309.98 

Other Reserves and Liabilities. 33,724.36 

Contingency Reserve . 893,292.00 

Special Reserve . .. . 1,059,013.12 
. $2,000,000.00 


Capital 
Surplus . . 1,548,110.18 


3,548,110.18 


. . $16,054,586.48 


MORAL: Insure in THE TRAVELERS 


All forms of life, casualty and fire insurance and annuities are available in The Travelers, furnishing 
comprehensive insurance service to individuals, families and business firms and corporations. 


LIFE - ACCIDENT - AUTOMOBILE - BURGLARY : FIRE - LIABILITY - GROUP - COMPENSATION « PLATE GLASS 


STEAM BOILER - WINDSTORM - AIRCRAFT . MACHINERY - 


INLAND MARINE 
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Behind the 


HE Treasury has never undertaken refinancing in more 
[sitet circumstances than those which attended the 

March quarter date financing. Not even during the war 
were the odds to be faced more considerable. Two issues 
aggregating $695,000,000 were falling due and an additional 
$59,000,000 was required for interest, making a total of 
$754,000,000. How these maturities were to be met pre- 
sented a problem causing some of the most sanguine to 
harbor doubts of success. 

The dilemma, it appeared, admitted of only two possible 
solutions, neither of which was desirable, namely: a forced 
extension of the maturing issues, which would be tantamount 
to a default, or selling the entire new offerings to the Federal 
Reserve banks. Be it said to the credit of the Treasury 
authorities that, in a particularly trying time, they pushed 
ahead so expeditiously with their plans for reopening the 
banks that they were able to make a public offering of enough 
securities to take care of maturities and interest, with a little 
left over. To insure the success of the offering, coupons of 
4 and 414 per cent were attached to the new issues and the 
maturities were kept within nine months. The manner in 
which the quarter date financing was carried out spoke well 
for the judgment of the incoming Treasury officials. 

On the day of the Presidential inauguration, for the first 
time since directly after the outbreak of the world war, the 
bond market ceased to function. There was no dealing in 
outstanding issues, there were no new offerings. The Trea- 
sury managed to sell a bill issue a few hours before the 
market closed down, but the cost of the borrowing showed 
the most appreciable increase over the rate borne by the 
previous offering that the Government had ever experienced. 
But, even though the bills were sold, payment for them could 
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A chart of the movement of bond prices over the past six months, based on the New York Herald Tribune averages 
of 30 leading bonds—ten high grade and five second grade rails, ten industrials and five utilities 


Bond News 


not be made because the banks were forbidden to pay out 
funds and the Federal Reserve, as the Treasury’s fiscal agent, 
was forbidden to receive them. 

Here indeed was a peculiar state of affairs for the most 
important capital market, the one that had borne the big- 
gest part of the post-war financing burden, the one that needs 
must be the main reliance for revival of a stricken world. 
Modern finance had never seen anything quite like it, espe- 
cially anything like it arising from the same causes. A world 
where peace is uncertain is not unaccustomed to having 
capital markets closed down except for government borrow- 
ings, and as recently as the latter half of 1932 the British 
Government pre-empted the borrowing privilege in the 
British market. But here was a shutdown so utterly complete 
as to give pause for reflection and study, in order that the 
lessons it taught might not go unlearned, its teaching un- 
appreciated and its warning unheeded. 

The reason for the padlocking of the bond market, along 
with other security and commodity markets, is not so iso- 
lated for inspection as one might wish. On the one hand, 
the banker will say that it resulted from the deplorable 
tendency to hoard currency and gold which the public mani- 
fested in the month preceding the suspension of dealing in 
securities; on the other, the public will declare that there was 
hoarding because the banks had allowed confidence in their 
soundness to be impaired. 

The two points of view can be as easily reconciled as those 
having to do with the priority of the chicken and the egg. 
No matter which view one takes, it is still indisputable that 
all the bank deposits in this or any other economically ad- 
vanced country cannot be converted into currency. There was 
about $40,000,000,000 of bank (CONTINUED ON PAGE 63) 
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ENGINEERS PUBLIC SERVICE COMPANY 


= 


1 VIRGINIA ELECTRIC & POWER CO. 

2 THE KEY WEST ELECTRIC CO. 

3 THE WESTERN PUBLIC SERVICE CO 

4 GULF STATES UTILITIES CO. 

5 EL PASO ELECTRIC CO 

6 SAVANNAH ELECTRIC & POWER CO 

7 BATON ROUGE ELECTRIC CO 

®@ PONCE ELECTRIC CO. 

9 PUGET SOUND POWER & LIGHT CO 

10 LOUISIANA STEAN GENERATING CORP. 


Y 
GROSS EARNINGS 


(WS SQUARE REPRESENTS $1,000,000 
ELECTRIC TRANSMISSION LINES INDICATED IN EACH AREA SERVED 


KEY WEST 


Plant Maintained 
Operating Expenses Cut... Rates Reduced 


During 1932, the Engineers Public Service 
Company helped to maintain the financial 
position of its subsidiary operating prop- 
erties, thus fulfilling one of the major 
functions of a holding company. Super- 
visory services were rendered, as in the 
past, at cost, through a company wholly 
owned by the operating companies them- 
selves. Maintenance of plant, together 
with credits to the reserves for retirement 
of obsolete property which were invested 
in improvements to plant, took 15.7% of 
the year’s gross earnings. 


Operating expenses were reduced 17%, 
while notes payable and bank debt were 
about cut in half and consolidated cash 
balances increased 18%. Further reduc- 
tions were effected in residential and com- 
mercial rates charged the public. Use of 
electricity in the homes served continued 
to advance, although this increase did not 
quite match the decrease in rates. 


The 68 page annual report of this com- 
pany, now available, gives full details of 
the past year’s operations. Among the 
contents are comparative income state- 
ments and balance sheets for this com- 
pany, for each of its subsidiaries and for 
the group; historical record of consoli- 
dated and individual earnings; analysis of 
earnings and expenses by departments; 
securities owned; and capitalization data. 


Consolidated Gross Earnings. . . .$44,835,078 


Consolidated Balance for Re- 


serves and All Dividends 13,136,135 


Net Income of Engineers 
(Top Company) 


E. P. S. Preferred Stock Out- 
standing in Hands of Public 
(full dividends on each class of 
this preferred stock were paid 
during 1932) 


3,799,134 


430,012 


Inquiries may be addressed to C. W. KELLOGG, President 


ENGINEERS PUBLIC SERVICE COMPANY 


90 Broap STREET * New York 
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The sounding furrows; for my purpose holds 
To sail beyond the sunset, and the paths 


Of all the western stars, until I die. 


—TENNYSON. 


OT in years has a single month produced as many news 

developments of outstanding importance as the four-week 
period from mid-February to mid-March, 1933. This span 
of approximately 30 days witnessed, among other things, an 
attack by an assassin on the life of the President-elect; the 
inauguration of Mr. Roosevelt as the 32nd President of the 
United States; the referendum to the states of the question of 
prohibition repeal; the invasion of Jehol Province by Japa- 
nese troops and the outlawing of Japan by the League of Na- 
tions; the virtual transition of the German Republic into a 
Nazi dictatorship under Hitler; and testimony before the sub- 
committee of the Senate Banking and Currency Committee. 


Push off, and sitting well in order smite | 


| 
} 


THE CREDIT CRISIS 
YET all of these developments were 
completely overshadowed, so far as 
public interest was concerned, by a 
series of events which can be best de- 
scribed as the reorganization of the 
American banking and credit system. 

On February 21, the Michigan 
“holiday” theoretically came to an end, 
but the banks were reopened under such 
rigid restrictions that it represented in 
effect a continuance of the moratorium. 

Repercussions of this suspension of 
banking activity were felt throughout 
the country, and especially in the bank 
returns and money market. Circulation, 
in the week ended February 15, rose 
$149,000,000 to a new all-time high of 
$5,854,000,000, while monetary gold 
stocks fell $24,000,000. 

On February 24, Maryland followed 
the lead of Michigan by suspending the 
activities of its banks for three days. 
Three more states placed restrictions 


on deposit withdrawals on February 27 | 
Ohio and | 


—namely, Pennsylvania, 
Delaware. By February 28 credit had 
tightened sufficiently in New York City 
to send bill rates to the highest levels 


in nearly a year. A new Treasury issue | 
of bills went at a discount of 0.99 per | 
cent, against 0.55 for the previous offer- | 


ing. 
On March 1 it was announced that 


five more states—California, Alabama, | 


Oklahoma, Louisiana and Mississippi— 


had voted similar temporary restric- | 


tions. In New York acceptance rates 
jumped a full 1 per cent to 214 bid, and 
the call money rate rose from 1 to 2 per 
cent, the first advance since December, 
1931. Out-of-town banks drew $500,- 
000,000 out of New York in February, 
the Federal Reserve Bank of New York 
reported in its monthly Review. 

On March 2 seven more states in the 


West declared bank holidays—Texas, | 


Washington, Oregon, Utah, Arizona, 


The 
BENTLEY SCHOOL 
of 
ACCOUNTING 
and FINANCE 


A DISTINCTIVE 
SCHOOL which is de- 
voted exclusively to train- 
ing men who desire to 
specializein preparation for 
the key department of bus- 
iness administration, or for 
professional accounting. 


Many of the graduates are 
holding positions such as: 


IN BUSINESS—office 
manager, head accountant, 
cost accountant, traveling 
auditor, general auditor, 
credit manager, comptrol- 
ler, statistician, assistant 
treasurer, treasurer, branch 
manager, vice president, 
general manager. 


f IN PUBLIC AC- 
COUNTING—senior ac- 
countant, supervisor, man- 
ager, partner. 


IN PUBLICSERVICE— 
bank examiner, tax consult- 
ant, internal revenue agent, 
special investigator, senior 
auditor, treasurer. 


{] Its graduates are employed 
in 29 states and 6 foreign 
countries. 


Students have enrolled from 
22 states and 5 foreign 
countries. 


{| Two years are required to 
complete the course, the 
shortest time consistent with 
thoroughness, 


The catalog will be sent upon request 
H. C. BENTLEY, C.P-A. 
President 
BOYLSTON STREET 
BOSTON, MASS. 
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Save days 
out of 4in your 


alifornia seradings 


California transactions requiring four days’ collection 
time through ordinary channels are usually completed 
in two days via the night-and-day transit service and 
the direct-routing facilities of Bank of America. 

These facilities are statewide through 410 branches | 
of Bank of America. They reach into 243 California 
banking communities. 

As a result, Bank of America clients invariably save 
time in their California volume and enjoy a more | 
rapid turnover of capital. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 
Head Offices in San Francisco 


and Los Angeles—the two 
Federal Reserve cities 
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| the country. 


| MATTERS came to a head on Satur- 
| day, March 4—Inauguration Day— 


| changes with Chicago and Washington, 


| 000,000 in gold, a record total for a 


| practically all the important security 


| suspended for the period of the emer- 


Bank of America National Trust & Savings 
Association, a National Bank, and Bank 
of America, a California State Bank, are 
identical in ownership and management 


Nevada and Idaho. The Federal Re- 
serve report for the week ended March 
1 showed an expansion of $732,000,000 
in currency outstanding, or about once 
and a half the normal rise from the low 
to the high for an entire year. 

The following day the New York Re- 
serve bank advanced its rediscount rate 
to 3144 per cent, and the dollar came 
under severe pressure in the foreign 
exchange market as many depositors 
sought to transfer their balances out of 


THE INAUGURAL DRAMA 


when, after an all-night conference with 
officials of the Federal Reserve and the 
New York Clearing House Association, 
and after telegraphic and telephonic ex- 


Governor Lehman of New York an- 
nounced a two-day bank moratorium in 
that state. His action was followed a few 
hours later by announcement of a simi- 
lar decree in Illinois, and by temporary 
suspensions in four other states. 
Money rates soared in the New York 
market, and the dollar declined as $116,- 


single day, was placed under earmark 
for foreign account. The newest Gov- 
ernment bill issue went at an average 
price of 4.26 per cent, more than four 
times the rate shown by the previous 
issue, and nearly eight times that borne 
by the February 15 offering. 

Led by the New York Stock Exchange, 


and commodity markets in the country 


gency. 

Clearinghouse member banks in New 
York were prepared, it was announced, 
to open for business on Tuesday, March 
6, on a scrip basis. Governor Lehman, 


. bf 
U6 
| KEEP THAT 
| POT BOILING } ) 


FROM THE SAN FRANCISCO CALL-BULLETIN 


It’s Boiling Over Now 


| 
y 
— 
| 
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UNDERWOOD & UNDERWOOD 
Leon Fraser, who was elected on Febru- 
ary 14 to sueceed Gates W. McGarrah as 
president of the Bank for International | 
Settlements, when Mr. McGarrah retires 
from that position in May 


however, said that nothing would be 
decided until Washington acted. 

That action came the following night 
(Sunday), when President Roosevelt 
completed his first full day at his new 
post with a radio address proclaiming 
a four-day holiday. Earlier on the same 
day he had called Congress to convene 
in special session on Thursday, March 


9. To “protect” the gold standard, the | 


Presidential decree, which invoked the 
wartime provision contained in the 
Trading with the Enemy Act, called for 
an embargo on gold shipments and for- 
bade speculation in the metal. 


A CRITICAL PERIOD 


BETWEEN Monday, March 6, and 
Thursday, March 9, feverish activities 
were carried on by the new Administra- 
tion and a few carefully chosen advisers, 
looking toward a reopening of the banks 
after the four-day emergency holiday. 

On Tuesday, March 7, Secretary 


| THE BEST BOND AND LEDGER PAPERS ARE MADE FROM RAGS 


Woodin promulgated seven rules modi- 
fying the closing order, so that banks 
could meet needs for food and medi- 
cine, make change and cash Govern- 
ment payroll checks. 


York State announced on that day that 
they would invoke the 60-day clause 
when reopened. Word from Washington 
had it that plans for use of scrip, which 
had been favored earlier, were being 
abandoned, and that some other method 
would be decided upon. 

On March 8, President Roosevelt an- 
nounced plans for an emergency cur- 
tency which would permit reopening on 
March 10. The Federal Reserve Board 
acted, the (CONTINUED ON PAGE 48) 


STONEWALL 


The mutual savings banks of New | 
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e Entirely too much time was being spent in administering first aid 
to the ledgers and journals. It would be better, thought the president, 
to hire men more adept at taping torn sheets and affixing splints to 


worn-out binding edges. ¢ Apparently this executive does not know 


about Stonewall and Resolute Ledgers. For these sheets require no 
surgical-minded accountants. They are so strong (because they are made 
of tough rag fibre and selected pulp) that they hold at the binding edge, 
stand up under excessive handling, go through bookkeeping machines 
undamaged. These leathery-tough papers come in white, buff and blue, 
in the standard sizes and weights. Interesting demonstration portfolios 
will be sent upon request. Neenah Paper Company, Neenah, Wisconsin. 


RESOLUTE 


Neenah guaranteed papers also include Prestige and Putnam 
Ledgers and the following Bonds: Old Council Tree, Success, 
Conference, Chieftain, Neenah and Glacier Bonds. Each of these 
grades is shop-tested for printing performance and represents 
a high value in its price range. Samples will be sent on request. 


IDENTIFY RAG-CONTENT QUALITY BY THE NEENAH OWL WATERMARK 
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Wirtn the perspective that 32 years of in- 
vestment-advisory service to banking alone 
can give, Moody’s views the dramatic climax 
of the past month as a starting point from 
which banking can again move forward. 


The transition period and the days to come 
will undoubtedly see an increasing value 
placed on sound investment counsel both for 
the careful appraisal and revision of present 
holdings and in the creation of investment 
plans to fit current banking conditions. 


To bank officers, bank directors, conservators 
and the banking authorities, Moody’s offers 
its Bank Supervisory Service as constructive 
guidance in the solution of to-day’s bank in- 
vestment problems and the formulation of to- 
morrow’s bank investment plans. 


MOODY'S 


INVESTORS SERVICE 


JOHN MOODY, President 
65 BROADWAY NEW YORK CITY 
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The New Banking Picture 


banking developments the 
United States is that in a time of 
national emergency all banks are one. 
There may be reason for much dif- 
ference of opinion as to the wisdom or 
necessity of the bank moratoria pro- 


[vee apparent lesson of recent 


claimed in various states, starting with | 


Michigan, but there is little cause to 
question the wisdom or necessity of a 
national moratorium once the process 
was begun. 

A moratorium in one state starts a 
drain upon bank funds in surrounding 
states which no banking system can 
withstand. But events have proved that 
whatever units composed the system 
(national, state, member or non-mem- 
ber) they can be welded instantly into 
a national mechanism when conditions 
require drastic action. 

Both from a_ legal 
standpoint and_ the 
standpoint of practical 
banking there is much 
significance in the emer- 
gency legislation. 


THE PRESIDENT 


THE original action of 
the President was based 
upon a clause in the war 
act of October, 1917, 
giving the President 
control over transac- 
tions in credit, ex- 
change, gold, silver and 
other factors in finance. 
The emergency legisla- 
tion not only approves 
the acts of the President 
under this old law but 
amplifies his power un- 
der it by providing that 
during a period of emer- 


United 


any time. 
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gency declared by him he may “in- 
vestigate, regulate or prohibit” under 
such regulations as he may prescribe, 
by means of licenses or otherwise, any 
transactions in foreign exchange or 
“transfers of credit between or payments 
| by banking institutions.” 

No member bank in the Federal Re- 
serve shall transact any banking busi- 
ness except subject to such regulations, 
limitations and restrictions as may be 
prescribed by the Secretary of the 
Treasury with the approval of the Presi- 
dent. The significant features of these 
provisions are that they provide “for 
the safer and more effective opera- 


and to perform its usual banking functions except: 


(1) To the extent prohibited in the éxecutive order of the President of the 
States issued on March 10, 1933 (an extract from which is printed hereon) ; ; 


(2) To the extent or by any order of the Prosident 
or by regulations of the Secretary of the Treasury. 


Issued by direction of 


W. H. Woonr, Secretary of the Treasury, 
/ New York, 


Governor. 


A facsimile of the license used for bank re-openings. Below the part 
shown here appears the extract from the executive order of the Presi- 


dent, as noted in (1) on the form 


tions of the national banking system 
and the Federal Reserve System, to pre- 
serve for the people the full benefits of 
the currency provided for by the Con- 
gress through the national banking 
system and the Federal Reserve System 
and to relieve interstate commerce of 
the burdens and obstructions resulting 
from the receipt on an unsound and 
unsafe basis of deposits subject to with- 
drawal by check.” In other words, there 
is herein outlined the legal theory which 
can be made the basis of fundamental 
changes in the banking structure. 


CONSERVATORS 


THE second feature of the Act is a 
system of conservators set up to take 
temporary charge of national banks and 
banks in the District of Columbia. 
Originally it applied 
only to national banks 
but, by an executive 
order issued March 18, 
it was made to include 
state banks which are 
members of the Reserve 
System. A conservator 
may be appointed either 
by the Comptroller of 
the Currency or by a 
state banking authority 
wherever such action 
seems necessary in or- 
der to conserve the as- 
sets of any bank for the 
benefit of depositors 
and other creditors. The 
conservator is to take 
possession of a bank 
and have complete con- 
trol of its assets as in 
the case of a receiver- 
ship and may take such 
action as may be neces- 
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House: Left, 


Representative 


Steagall of Alabama, chairman of the Bank- 
ing and Currency Committee. In the center, 


sary to conserve its assets pending fur- 
ther disposition of its business as pro- 
vided by law. After examination and 
report by a national bank examiner the 
Comptroller may terminate the conser- 
vatorship and then turn the bank back 
to its directors and permit it to con- 


tinue business subject to such terms, 
limitations and restrictions as he may 
prescribe. 

Pending the disposition of the case 
provision is made for the receipt of new 
deposits which are to be segregated, may 
be drawn upon, and shall not be sub- 
ject to the demands of other creditors. 
Such deposits must be kept on hand in 
cash or invested in United States se- 
curities or deposited in a Federal Re- 
serve bank, and the Federal Reserve 
banks are to set up special accounts 
with the bank to cover such deposits. 
When the conservatorship ends, these 
deposits are merged with other deposits. 
The conservator may set aside and 
make available for withdrawal on a 
ratable basis such amounts of money 
as in the opinion of the Comptroller can 
be safely used. 


REORGANIZATIONS 


COUPLED with the conservator sys- 
tem are provisions for the reorganization 
of national banks. Roughly outlined, the 
Act provides that, in any reorganization 
under a plan which, under existing law, 
requires the consent of the stockholders 
or depositors or both, such reorganiza- 
tion shall become effective only when 
approved by the Comptroller of the 
Currency as fair and equitable to all 
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depositors and other creditors and to 
stockholders and in the public interest; 
and only if depositors and creditors 
representing at least 75 per cent in 
amount of its total deposits and other 
liabilities or stockholders owning two- 
thirds of its outstanding stock or 75 per 
cent and two thirds of the two classes 
respectively give their approval. 

As a new form of reorganization the 
Act provides that a national bank with 
the approval of the Comptroller of the 
Currency and by a vote of shareholders 
owning a majority of the stock of the 
bank, after five days’ notice given pur- 
suant to action taken by the board of 
directors, may issue preferred stock in 
the bank in such an amount and with 
such par value as the Comptroller of 
the Currency may approve. The holders 
of such preferred stock will be entitled 
to cumulative dividends at a rate not 
to exceed 6 per cent per annum. They 
are not to be liable under the stock 
assessment provisions of the law for 
ordinary stock but may vote their stock. 
The stock shall be retirable under such 
provisions as are originally agreed upon 
with the approval of the Comptroller 
of the Currency. No dividends shall be 
paid on common stock until the cumu- 
lative dividends in the preferred stock 
have been paid, and if the bank later is 
liquidated the preferred stock must be 
retired at par with all dividends before 
the common stock is liquidated. 

The significance of this is that the 
R. F. C. may be called upon to sub- 
scribe for this stock if in the opinion 
of the Secretary of the Treasury any 


KEYSTONE PHOTOS 


Rep. Thomas H. Cullen, New York, who in- 
troduced the beer bill. Right, the Speaker, 
Representative Henry T, Rainey of Illinois 


national bank, state bank or trust com- 
pany is in need of funds for organiza- 
tion, reorganization or otherwise and 
the Secretary so requests. The Recon- 
struction Finance Corporation may sell 
such stock in the open market or other- 
wise—in other words it may take or 
merely underwrite such an issue. This 
is the only provision in the Act apply- 
ing directly to state banks whether or 
not they are members of the Federal 
Reserve. 
CURRENCY 

THE rise and fall of the scrip move- 
ment is curiously illustrated by currency 
developments in connection with the 
banking holiday. When the latter first 
became more or less national there was 
a general understanding that the result- 
ing shortage of currency would necessi- 
tate the issuance of clearinghouse cer- 
tificates or scrip. The movement had 
the approval of the Government and 
hundreds of millions of dollars, face 
value, of such currency was prepared. 
It became the policy of the Federal 
Reserve, however, to retain as much of 
the volume of currency outstanding in 
its control as possible. While the issue 
of scrip was not directly discouraged, 
and in fact the Secretary of the Trea- 
sury later expressly permitted it, the 
Government prepared to meet the 
emergency with its own currency. 

The emergency currency provided for 
under the Act is based upon commer- 
cial security or Government obligations. 
A Reserve bank may be issued such 
currency by the Secretary of the Trea- 
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sury to the face value of all United 
States securities presented for the pur- 
pose, and to 90 per cent of the estimated 
value of notes, drafts, bills of exchange 
and bankers’ acceptances—eligible pa- 
per, in short, deposited as security. The 
currency is the obligation of the Reserve 
bank, it shall be received in all parts of 
the United States as are National Bank 
notes and it is redeemable in lawful 
money at the Federal Treasury or the 
bank of issue. No notes of this sort shall 
be issued after the President by procla- 
mation shall indicate the termination of 
the emergency unless they are sup- 
ported by bonds of the United States 
bearing the circulation privilege. The 
status of the currency is like that of 
Federal Reserve notes without the back- 
ing of 40 per cent in gold or like that 
of national bank notes except that a 
Reserve bank takes the place of a na- 
tional bank as the issuing authority. 
Since no gold backing is required for 
this currency it can be issued in an 
amount limited only by the volume of 
Government bonds and eligible paper 
available for the purpose. Probably 
little of this money will be used. 

With a view of further enabling the 
banks to meet all demands upon them 


This article is a footnote to bank- 
ing history between March 4 and 
March 20 


SENATE: Left to right—Senator Carter Glass of Virginia, chairman of 
the Appropriations Committee and a factor in forthcoming banking legis- 
lation. Vice President Garner who presides. Senator Pat Harrison of Mis- 
sissippi, chairman of the Finance Committee, and Senator Duncan U. 
Fletcher of Florida, chairman of the Banking and Currency Committee 


for currency, the Act also provides that 
in exceptional and exigent circumstances 
a Reserve bank may make advances to 
any member bank, when it has no fur- 
ther eligible paper or assets available 
to enable it to secure advances under 
ordinary provisions of the law, on its 
time or demand notes secured to the 
satisfaction of the Reserve bank. Such 
notes shall bear interest at least 1 per 
cent higher than the highest rediscount 
rate prevailing in the Reserve district 
on date of note and no such advance 
may be made after March 3, 1934, or 
after one year after such additional 
period as the President may prescribe. 


NON-MEMBERS 


AID for state non-member banks 
under the emergency act is limited 
and indirect. Any Reserve bank may 
make advances to any individual, part- 
nership or corporation on the prom- 
issory note of such individual, part- 
nership or corporation secured by direct 
obligations of the United States. Such 
advances may be made for not more 
than 90 days and shall bear interest at 
rates fixed by the Reserve bank subject 
to review by the Federal Reserve 
Board. It is this provision of the law 
which, it was claimed, offers facilities 
for state non-member banks to obtain 
help commensurate with that extended 
to member banks, pending the passage of 
later legislation to assist non-members. 

It requires no careful analysis of the 
emergency legislation to realize that it 
applies primarily to national banks, 
secondly to member banks in the Fed- 
eral Reserve and last of all, if at all, 
to state banks. This fact led to immedi- 


ate criticism and attempts to modify 
the Act. As a matter of fact, however, 
the legislation extends almost to the 
limit of the authority of the Federal 
Government in the premises and to 
some extent indicates its responsibilities. 

It is realized that in a national 
emergency it is incumbent upon the 
Government to offer its credit and credit 
facilities to all institutions in need of 
aid but to do so with reasonable safety 
requires a control of state institutions 
not consistent with the present system 
of banking. In the matter of advances 
to state banks upon other security than 
Government obligations and for’ longer 
periods than 90 days, for example, the 
position of the Federal authorities has 
been that such a practice would break 
down the distinction between member 
banks in the Federal Reserve over 
which the Federal Reserve Board has a 
certain amount of supervisory control 
and non-member banks over which it 
has no control and that thus to break 
down the distinction would impair the 
efficiency of the entire Reserve System. 

More important, perhaps, is a grow- 
ing feeling on the part of Federal au- 
thorities that the support of banks by 
lending the Government’s money and 
credit has gone about as far as it can go 
with safety to the Government and 
benefit to the banks and that banks 
which cannot stand with the aid al- 
ready given them or with that afforded 
under the emergency act are no longer 
an asset to the country or a benefit to 
the communities they serve. 

What will probably go down into 
history as the March crisis of 1933 has 
so far (CONTINUED ON PAGE 37) 
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Secretary of the Treasury Woodin’s problem is 
one of large-scale refinancing operations 


Interest-Bearing Debt 
of the United States 


UNDERWOOD & UNDERWOOD 


Bo As of the Beginning of Business, March 1, 1933 
NDS: 
2% Consols of 1930, callable since April 1, 1930 $599,724,050.00 
2% Panama Canal Loan of 1916-36, callable since Aug. 1, 1916, due 1936 48,954,180.00 
2% Panama Canal Loan of 1918-38, callable since Nov. 1, 1918, due 1938 25,947,400.00 
3% Panama Canal Loan of 1961 49,800,000.00 
3% Conversion bonds of 1946-47 28,894,500.00 
214% Postal Savings bonds (5th to 44th Series), callable after 1 yr., due in 20 yrs. 52,697,440.00 
First Liberty loan of 1932-47— sane 
314% bonds $1,392,227,350.00 
4% bonds (converted) 5,002,450.00 
414% bonds (converted) 535,982,600.00 
(all callable since June 15, 1932, due June 15, 1947) 1,933,212,400.00 
414% Fourth Liberty loan of 1933-38, callable after Oct. 15, 1933 6,268,095,250.00 
8,201,307,650.00 
Treasury bonds— 
444% bonds of 1947-52 
4% bonds of 1944-54 
334% bonds 
334% bonds of 1943-47 
334% bonds of 1940-43 
33 @7o bonds of 1941-43 
314 8 % bonds 
3% bonds of 1951-55 764,488,000. 


(callable in first year named, due in second year named) 5,222,839, 100.00 


.00 
.00 
.00 
.00 
.00 
.00 
.00 
00 


TREASURY NOTES: 

3% Series A-1934, maturing May 2, 1934 
214% Series B-1934, maturing Aug. 1, 1934 
3% Series A-1935, maturing June 15, 1935 
314% % Series A-1936, maturing Aug. 1, 1936 
234% Series B-1936, maturing Dec. 15, 1936 
314% Series A-1937, maturing Sept. 15, 1937 
3% Series B-1937, maturing Apr. 15, 1937 
254% Series A-1938, maturing Feb. 1, 1938 


4% Civil Service retirement fund, Series 1933 to 1937 ($47,800,000 due 6/30/33) . . 
4% Foreign Service retirement fund, Series 1933 to 1937 ($142,000 due 6/30/33) . . 
4% Canal Zone retirement fund, Series 1936 and 1937 
CERTIFICATES OF INDEBTEDNESS: 3,575,589,200.00 
334% Series TM-1933, maturing Mar. 15, 1933 
2% First Series, maturing Mar. 15, 1933 
2% Series B-1933, maturing May 2, 1933 
144% Series TJ-1933, maturing June 15, 1933 
114% Series TS-1933, maturing Sept. 15, 1933 
34% Series TD-1933, maturing Dec. 15, 1933 254,364, 500.00 
2,013,171,900.00 
4% Adjusted Service Certificate Fund Series, maturing Jan. 1, 1934 
TREASURY BILLS (MATURITY VALUE) : 2,197,871, 900.00 
Series maturing Mar. 1, 1933 
Series maturing Mar. 29, 
Series maturing Apr. 12, 
Series maturing Apr. 19, 
Series maturing Apr. 26, 
Series maturing May 10, 
Series maturing May 17, 
Series maturing May 24, 
640,685,000.00 


Total interest-bearing debt outstanding 20,584,310,420.00 
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Billions in 


GEORGE E. ANDERSON 


Forthcoming Federal Issues 


HEN the last statement of the 

public debt of the United States 

was issued on March 1, 1933, the 
total interest bearing debt of the coun- 
try amounted to $20,584,310,420. Ma- 
tured debt on which interest has ceased 
and various technical items increase the 
total debt to $20,934,729,209. 

In the nine months ending with De- 
cember 31, 1933, over half of this debt 

-$11,566,044,340 to be exact—will 
either be callable or actually due for 
payment. The callable portion amounts 
to $8,912,187,440 and consists of long- 
term bonds now redeemable or becom- 
ing redeemable during the course of the 
year. The portion which will become 
actually due for payment amounted, as 
of March 1, to $2,653,856,900. It con- 
sisted of certificates of indebtedness in 
the amount of $2,013,171,900 and 
Treasury bills in the amount of $640,- 
685,000—in other words, floating in- 
debtedness. On March 1, $100,000,000 
of this indebtedness in Treasury bills 
was refinanced in a 93-day issue and be- 
fore this article is published another 
$100,000,000 of bills due on March 29 
will be refinanced in the same manner. 
Between writing and publication, also, 
there will be a refunding of two issues 
of certificates of indebtedness amount- 
ing to a total of $694,306,900 maturing 
on March 15. 

It has been generally anticipated in 
financial circles that at least the larger 
portion of these issues would be refund- 
ed in longer term obligations—a very 


doubtful proposition as this is written. 
Treasury notes, which may be consider- 
ed as a form of indebtedness intermedi- 
ate between floating indebtedness and 
long-term funded debt, and which usual- 
ly run from one to five years, are out- 
standing in the amount of $3,575,589,- 
200. For the purpose of “staggering” or 
properly distributing the maturities of 
this debt in preparation for long-term 
refinancing, the Treasury last year re- 
financed this intermediate debt and none 
of it will mature before May, 1934. 


REFINANCING AT LOWER RATES 


THE situation presented the Govern- 
ment in Washington, accordingly, is that 
during the current year it may refinance 
up to nearly $9,000,000,000. It must re- 
finance to the extent of over $2,600,- 
000,000, and it must do so in the face 
of increasing indebtedness due to the 
current deficit in the budget—not to 
mention a probable deficit in the budget 
for the fiscal year commencing on 
July 1. 

Possible refinancing of long-term 
bonds is due to the advisability, if not 
the necessity, of refunding these debts at 
lower rates of interest. Something over 
$2,000,000,000 of the bonds outstand- 
ing, including the First Liberty Loan of 
$1,392,227,350 callable since last June, 
draw 314 per cent interest or less, and 
it is not likely that they will be touched 
in whatever refinancing is to be done 
in the immediate future. The rest draws 
4 per cent or better. Particular attention 


... Federal authorities are of the opinion that the suc- 


cessful floating of large bond issues by the Government 


in the near future must involve considerable participa- 


tion by the public. . . . Nevertheless, the chief responsi- 
bility will fall upon the nation’s banks.—The Author 


is centered on the 414 loan of 1917 
callable since last June, and in the 
Fourth Liberty Loan of $6,268,095,250 
outstanding which will be callable next 
October 15. This issue draws 414 per 
cent interest. 

It has been the hope and expectancy 
of the Treasury that these bonds could 
be re-written at as low as 314 per cent, 
perhaps at 3 per cent, saving the Gov- 
ernment from $68,000,000 to $85,000,- 
000 a year in interest. Whether this can 
be done under conditions which have 
developed in the past few weeks is now 
considered questionable. On the face of 
things, such refunding ought to be 
practicable. Not for many years has 
there been such a need for securities of 
unquestioned and immediate liquidity 
for the investment of the billions of dol- 
lars of funds lying practically idle in the 
banks and other great financial institu- 
tions of the country, nor have there ever 
been in recent years so many and so 
strong inducements offered the investing 
public for the purchase of this class of 
securities. 


SHORT-TERM RATES 


LONG-TERM financing, however, has 
a direct relation with short-term financ- 
ing which, even in the case of the Gov- 
ernment, suggests a more doubtful 
prospect. Short-term borrowing by the 
Government on an average is much 
cheaper than long-term bond issues for 
a number of reasons, chief among which 
is the fact that they do not commit in- 
vestors too far in advance, thus enabling 
them to take advantage of changing con- 
ditions in the money market. The re- 
sult of abundant money supplies in the 
summer of 1931, and especially during 
most of 1932 and well into the present 
year when member balances: with the 
Reserve reached a point $500,000,000 
above their legal reserves, was the ex- 
ceptionally low cost of the Government’s 
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Director of the Budget Lewis W. Doug- 
las, Arizona’s 39-year-old ex-soldier, ex- 
professor, ex-member of the House of 
Representatives. His newest job well done 
will be an achievement for the new Ad- 


000 in certificates of in- 
debtedness at rates rang- 
ing from 34 of 1 per cent 
tc 334 on one issue, the 
average being about 214 
per cent. 


BUT— 


THIS has been clever 
financing which has saved 
the Government many 
millions of dollars, but it 
is abnormal, due to ab- 
normal conditions in the 
money market, and can- 
not last indefinitely, as 
events in the past few 
weeks have demonstrat- 
ed. The issue of Treasury 
bills sold on March 1 
was placed at a price 
equivalent to an annual 
rate of 4.26 per cent—a 
record high for 90-day 
paper, and in fact higher 
than that on the Fourth 
Liberty Loan in spite of 
the fact that long-term 
Government financing us- 
ually costs several times 
the short-term financing. 
This, of course, probably 
reflects a temporary con- 
dition which will be 


ministration 


open market financing. Government 
short-term bills and certificates follow 
closely the open market money rates. 
During the summer of 1931 and again 
in the summer of 1932 and on into the 
current year acceptances were quoted at 
extremely low rates, a steady decline 
from last summer culminating in a rate 
of 34 of 1 per cent in January. Rates 
of Treasury bills followed this general 
course of open market paper, and early 
in January the Treasury sold $100,000,- 
000 in three-month bills at a discount 
of 0.09 per cent or at the rate of 0.36 
per cent for the year—a record low. By 
jockeying the issues of certificates and 
notes of longer term at somewhat higher 
rates so as not to have too many maturi- 
ties arriving at approximately the same 
time, the Government during the past 
year has been able to arrange its borrow- 
ings on an orderly schedule and to place 
Treasury notes to the amount of over 
three and a third billion dollars at rates 
ranging from 21 to 334 per cent with 
terms running up to 1938, the average 
cost being a very small fraction above 
3 per cent. It placed over $2,000,000,- 


remedied in the course of 

the year, but it also re- 

flects a disposition on the 
part of the money market to question 
the wisdom of further short-term loans 
without the refunding of at least a con- 
siderable part of the outstanding issues 
into long-term bond issues. 


THE MARKET ATTITUDE 


THIS disposition is based partly upon 
present conditions and partly in antici- 
pation of the future. Undoubtedly the 
short-term indebtedness of the Govern- 
ment has become unwieldy and the re- 
sumption of long-term financing by the 
Treasury has been advisable for some 
time. The money market in the United 
States is broad and deep, but with 
$6,000,000,000 or so coming into and 
going out of the market within short 
periods it is inevitable that it should ex- 
ert a disturbing influence upon commit- 
ments in other lines—and had it not 
been for the exceptional amount of free 
funds in the market most of the time in 
the past two years, its influence would 
have been highly unfortunate. 

A second reason for uneasiness lies in 
the prospect of more and perhaps heavier 
short-term borrowing in the near future. 


As just indicated, the Government must 
refund this year a total of $2,653,856,- 
900 in certificates of indebtedness and 
Treasury bills. In addition to this large 
sum it must borrow to meet the current 
deficit. The deficit for the first eight 
months of the year ending June 30 was 
$1,365,639,303, or at the rate of $2,048, - 
458,954 for the year. This will probably 
be reduced by the March income tax 
payments, but there will probably be 
around $500,000,000 to be financed. 

Over and beyond this are the extra- 
ordinary needs for the coming fiscal 
year. 

Assuming that next year’s budget for 
ordinary expenses will be balanced— 
which, certainly, is assuming much— 
there is the extreme probability of large 
demands upon the Treasury for farm 
mortgage and other debt relief, for ad- 
vances by the R. F. C. for unemploy- 
ment relief through the states, and for 
self-liquidating and other public works 
programs. In short, no one knows what 
the extraordinary expenditures for the 
next fiscal year may be. All these ex- 
penditures must be covered by short- 
term financing. The floating debt by the 
end of June will certainly exceed $6,500, - 
000,000. 


LOOKING BACK 


THE increase in the public debt since 
its low point in the summer of 1930 
reflects two policies followed by the 
Government and partly forced upon it 
by changing financial conditions. When 
the receipts of the Government com- 
menced to fall behind expenditures in 
the fall of 1930, the first resort of the 
Treasury was to short-term borrowings 
—a natural method to meet what was 
considered a temporary condition. 
When, in the spring of 1931, it was 
seen that the unfavorable relation of 
income and outgo was likely to last 
for some time and when short-term 
money rates hardened for several 
months, the Treasury inaugurated long- 
term borrowing and the quarterly financ- 
ing was on that basis. On March 16, 
1931, it issued ten-year bonds drawing 
33% per cent interest to the amount of 
$594,230,050. For the June financing it 
issued, on June 15, 31% per cent 15-year 
bonds to the amount of $821,406,000; 
and for the September adjustment, it 
issued 3 per cent 20-year bonds in the 
amount of $800,424,000. These issues 
total $2,216,060,050. With the excep- 
tion of special small issues of postal 
savings bonds necessary under the postal 
savings system, they are the last long- 
term bor- (CONTINUED ON PAGE 53) 
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The 


National 


Budget 


HE statistics given in the ac- 

companying tables show the 

prospective deficits for the fis- 
cal years ending June 30, 1933, and 
June 30, 1934, and, as indicated, 
they are largely estimates based 
upon things as they now are, not as 
they may be after action by the 
new Congress. They present a pic- 
ture of the actual situation, and not 
what it is hoped the situation may 
be. The tables and the following 
description of the budget situation 
were both prepared by George E. 
Anderson, whose discussion of prob- 
able forthcoming Federal issues ap- 
pears on the preceding pages. 


OME of the estimates in these tables, 

based upon expenditures for the past 
and present years, are undoubtedly too 
high in view of declared Government 
policies. Some of them are undoubtedly 
too low. The estimate of interest on the 
public debt, for example, is too low in 
view of the heavy borrowing by the 
Government, past and prospective, and 
the higher rates of interest likely to be 
demanded under current conditions. 
Moreover, it may be well to point out 
that the deficits may be increased as 
well as diminished. The present Con- 
gress, no more than any other, is proof 
against appropriation increase. The ap- 
propriation for the independent offices 
of the Government, counted in these es- 
timates though vetoed by President 
Hoover, is a case in point. It is at once 
the danger point in effecting economies 
and the great economy opportunity for 
the new broom now sweeping Washing- 
ton. 

Reorganization of the Government in 
Washington is something more than a 
catch word. Under powers granted by 
Congress and already in use by the Fed- 
eral authorities, it is to be realized with 
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For the Current Fiscal Year 


EXPENDITURES 
Income Tae .....2<2. $ 860,000,000 Veterans ............. $ 838,265,000 
Miscel. Inter. Revenue 900,000,000 Agriculture ........... 314,204,500 
CUMIN 290,000,000 Army and Navy ..... 782,179,900 
Total Receipts ....... $2,467,886,143 Debt Retirement ..... 498,153,400 
Estimated Deficit .... 1,644,344,757 All Other ........... 1,398,631,200 
Total Credits: .....06... $4,112,230,900 Total Debits ........ $4,112,230,900 


Deficit less debt retirement $1,146,191,357 
ACTUAL RETURNS, FIRST EIGHT MONTHS 


RECEIPTS EXPENDITURES 
$ 384,538,569 General ............. $1,533,989,028 
173,007,336 Sinking Fund ........ 418,764,000 
121,174,154 All Other ........... 252,602,508 


Total credits, 8 mos. .. $1,202,229,520 Total Exp., 8 mos. .... $2,567,868,823 
Add pro rata, 4 mos. .. 601,114,760 Add pro rata,4 mos... 1,283,934,411 
Total Credits, 12 mos. $1,803,344,280 Total Exp. 12 mos. .. $3,851,803,234 
Est. Deficit, 12 mos... 2,048,458,954 

$3,851,803,234 


Actual deficit, first eight months $1,365,639,303. 
Actual income, first eight months fell $443,027,908 below pro rata estimates. 


Actual expenditures, first eight months fell $173,618,443 below pro rata esti- 
mates. 

Indicated deficit, 12 months ending June 30, 1933, less debt retirement, $1,550,- 
305,554. 


$3,851,803,234 


the Next Fiscal Year 


RECEIPTS EXPENDITURES 
All receipts .......... $2,949,162,713 All expenditures ..... $3,790,425,200 
Estimated deficit .... 841,262,487 — 


Estimated deficit without debt retirement $307,192,187 


PRESENT BUDGET POSITION 


RECEIPTS AT CURRENT RATE ACTUAL APPROPRIATIONS MADE 
UNDER PRESENT LAWS By CONGRESS 


Income tax ........ $ 576,807,853 Veterans (1) ........ $ 869,986,000 


Misc. Inter. Revenue 785,264,191 Agriculture (2) ...... 100,209,091 
259,511,004 Army and Navy ..... 658,510,311 
All Other ........... ___ 181,761,232 Treasury ............ 247,500,000 
$1,803,344,280 Debt Retirement ..... 439,658,200 
Estimated Deficit .... 2,148,080,920 All Other ........... 1,635,561,598 
Total Credits ........ $3,951,425,200 Total Debits ........ $3,951,425,200 
Deficit without debt retirement $1,708,422,720 
(1) Vetoed by the outgoing President. 
(2) Other items included in “all other’. 
POSSIBLE ADJUSTMENT BASED ON STEPS 
NOW BEING CONSIDERED 
Deficit, less debt retirement ................. $1,708,422,720 


Maximum probable savings by Government 
reorganization $ 175,000,000 
Possible savings: 


Disability allowances ......... aud 550,000,000 
Emergency officers’ pay ................-- | 

General pay cut, 15% maximum ............ 

Maximum possible beer tax ................ 125,000,000 


$1,708,422,720 $1,708,422,720 
Sales tax ??? 
$500,000,000 relief development bonds ??? 


| 
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W. R. MOREHOUSE 


ANK employees contacting the 

public today gained their first 

banking experience for the most 
part somewhere behind the counter-line, 
and not until they have that experience 
are they permitted to contact the public. 
As good as this plan of advancement 
and seasoning is, it is not properly 
balanced. It has to do with the mechan- 
ics of banking only and is without re- 
gard to one’s ability to handle success- 
fully various types of people under 
various conditions. 

The depositor knows nothing of the 
mechanics of keeping the bank’s rec- 
ords, nor is he particularly interested 
in knowing. In all probability he has 
never given the mechanical side a mo- 
ment’s thought. In fact, why should he, 
for his contact is with the human side of 
the bank almost exclusively. He will 
judge the bank on the basis of its per- 
sonnel and not on the system by which 
it keeps its books or deposit records. 
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In these times, banks can do no better 
work than to develop counter-line rep. 
resentatives who know how to make 


friends for the institution 


Confidence 


Employees may be experts with figures 
and with bookkeeping methods, and yet 
fall far short of what is expected of them 


Under the present plan, the average 
employee is thrown in direct contact 
with the bank’s clientele without prior 
coaching in meeting customers and in 
the handling of various types of patrons. 
Ordinarily he is left to get his experience 
by dealing with customers at their ex- 
pense. He does his practicing on them. 

Banking-by-mail is necessary and is 
generally used as a substitute for per- 
sonal service, but no customer as a mat- 
ter of choice would bank-by-mail if it 
were convenient for him to call in per- 
son. He prefers to deal face to face with 
his bank, and will go out of his way in 
order to bank with his favorite teller. In 
his case, it is not the mechanics of 
banking that wins his loyalty, but the 
personality of someone whose station is 
on the counter-line, helping his asso- 
ciates to maintain a friendly contact 
with customers. 

The secret of success in developing 
men for contact work is found in the 
coaching of football by Howard Jones 
of the University of Southern Cali- 
fornia, who is recognized as No. 1 
among football coaches in the United 
States. Howard Jones personally shows 
each player how he wants him to play. 
He doesn’t sit back on the bench and 
from there give him a few suggestions. 
He doesn’t coach by proxy. He doesn’t 


in dealing with customers 


coach in a business suit, but in full foot- 
ball regalia—the same identical outfit 
that is worn by the players whom he 
instructs. 

Howard Jones calls his players into 
a huddle, explains to each new man 
particular plays in which he will par- 
ticipate; and then he takes the ball, gets 
down into the line, maneuvers his body 
into the correct position, carries out ev- 
ery movement as it should be, and hav- 
ing executed the play in its entirety, he 
calls upon the player to demonstrate it. 


TRAINING BY EXAMPLE 


A SET of rules posted on a bank's 
bulletin board may call the plays, fig- 
uratively speaking, but they don’t set 
the example as to how the plays should 
be executed. What banks need is a 
Howard Jones in each bank to set ex- 
amples. 

Employees need to be encouraged to- 
day as never before. The cheerful cus- 
tomer wearing a pleasant smile, and 
with a friendly “good morning” on his 
lips, has become the depositor with a 
worried face—an irritable person in- 
clined to be quarrelsome. 

The best way I know of for develop- 
ing morale and courage under fire is for 
our banks to train their employees in 
the skill of meeting all types of people. 
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Employees should be trained in groups, 
not individually. Individual treatment 
is too personal. In order to popularize 
this work, don’t handicap it by giving 
the group some “high powered” name, 
indicating that it will conduct its meet- 
ings with great formality. Call it the 
“Talk-it-over Group” and all employees 
will like the name. 


MEETINGS 


START the work by announcing that 
all meetings will be informal and that 
those present may discuss banking sub- 
jects without fear of being humiliated. 
All meetings should be held on a day of 
the week and at an hour that is con- 
venient to the largest number of its 
members. Ordinarily, after banking 
hours is better than before banking 
hours. In the former case, the day’s 
work is done, cash has been locked up, 
books balanced and records put away. 
This gives the meeting the right-of-way, 
and there is no need to rush. 

Each meeting should receive prior 
publicity on the bank’s bulletin board, 
and each member should receive a type- 
written copy of the program sufficiently 
early for him to give prior thought to 
the subjects to be discussed. Members 
of the group should not be commanded 
to attend, nor should there be a roll call 
to ascertain who is absent. It is far bet- 
ter to leave attendance or non-atten- 


ing dialogue: 


“Today is a holiday, isn’t it?”’ one speaker asks of 


another. 


“Yes, and the banks are all closed—that is, all ex- 
cept those that couldn’t wait for a holiday before they 


closed up.” 


The other evening also, over the same national hook- 
up and on a program to which it is claimed 30,000,000 
people listen (and among whom are easily 15,000,000 
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S I sit at home writing this, my radio is 

playing in the adjoining room. The time 
is late afternoon. A popular program is 
being broadcast to every nook and corner of 
the continent. A dialogue holds the spotlight 
as millions of listeners strain to catch every 
word. Among them are millions of bank de- 
positors, and some are nervous and worried 
about conditions generally and about the 
safety of their savings in particular. And 
then, like a bolt of lightning out of a clear 
sky, comes this sarcastic, confidence-destroy- 


dance to the discretion of the members. 
It may, however, be stated on the an- 
nouncements, that all contact men and 
women are expected to be present, while 
all others are welcome. 

If the meetings are made interesting 
the attendance is certain to be good; if 
permitted to lag, the attendance will 
gradually diminish. Everything depends 
on the genius of the chairman. Innova- 
tions and special features will always 
stimulate attendance. 


CHAIRMAN 


AS to whether or not the chairman 
maintains interest depends on how hard 
he is willing to work. There can be no 
slip-shod preparation for meetings. 
Training those who contact the public 
is not boy’s play or a matter to be 
treated as a side issue. It is one of the 
most important pieces of work to be 
done about the bank because it reaches 
all of the bank’s customers. No other 
work could be more important because 
no other work contacts every customer. 
It_will_increase_in its importance_as 
banks, one by one, begin to realize-that 
it is going to be a long, hard pull to re- 
gain public confidence, and that best 
results will be obtained on the counter- 


miliarize himself with the history of his 
bank and its policies, but of banking at 
home and abroad. He must understand 


Good Will Toward Banks 


bank depositors), I heard this dialogue: 
“TI was down to see my cashier today,” re- 
marked one speaker. 
“What kind of a fellow is he?” queried 


the second. 


tiary.” 


“Oh, he is a fine fellow, only about $10,- 
000 short in his cash. I wanted to see the 
president about a loan but he wasn’t in,” 
continued the first speaker. 

“You didn’t see him then, did you?” the 
second speaker asks. 

“Oh yes, I did. I found him in the peniten- 
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people, and must not only please them 
but also bring them around to his own 
views of present financial difficulties 
and problems. 


PROGRAM 


AS HIS is the work of developing the 
capacities of members of the group by 
drawing them out and by encouraging 
them to increase their own usefulness 
to the bank and its customers, this lead- 
er must not create in employees’ minds 
an impression that he regards himself as 
intellectually superior to them. Let the 
members of the group formulate their 
own opinions as to his qualifications to 
guide them. They'll soon recognize his 
superiority if he is superior. 

Avoid all schoolroom atmosphere. It 
is certain to rub the fur the wrong way. 
Employees who are out of school for 
all time, as they believe, want to forget 
the routine discipline of teachers, and 
to sit back in their chairs and consider 
themselves as members of the confer- 
ence being held and not as pupils over 
whose heads hangs a threatening ruler. 

Many of the foods one relishes are 
made appetizing because sugar or salt 
is added. Grapefruit is sweetened with 
sugar, and baked potatoes with salt and 
plenty of butter. The average person re- 
sents being preached to because he is 
expected to take the preaching straight. 
Mix it (CONTINUED ON PAGE 40) 


The cashier short $10,000 and the president in the 
penitentiary! That is a sample of the kind of confi- 
dence-destroying stuff that is being fed to millions of 
people daily—and I might add, by business people who 
have goods to sell. Just how they expect to sell theiy 
goods by destroying public confidence in banks an 
prolonging the depression is a puzzle which no one but 
a psychologist would attempt to solve-—THE AUTHOR 
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By 
GILBERT T. 
STEPHENSON 


AY it not be well for 
M trust institutions to 
continue to set for 
themselves the standard of 
care and skill, not of a reasonably pru- 
dent person handling his own affairs, but 
of a reasonably prudent trust institution 
handling the property of other people? 
Whether a trust institution will be 
held to the standard of care and skill 
that it holds itself out as having, the 
courts have not yet spoken with finality, 
but, as Professor Austin Scott of the 
Harvard Law School says, the tendency 
seems to be so to advance the standard. 
It may be, then, that the new business 
and public relations departments of trust 
institutions, by representations as to the 
care and skill of their institutions, may 
be setting a standard that the courts 
will later apply. Certainly trust institu- 
tions cannot be heard to complain if they 
are held to the standard that they hold 
themselves out as possessing. 


REASONABLY PRUDENT MAN 
HANDLING HIS OWN AFFAIRS 


THE classic statement of the standard 
of care and skill required of a trustee to 
invest is to be found in the case of Har- 
vard College v. Amory (9 Pick. 446), 
in which the Supreme Court of Massa- 
chusetts in 1830 said: “All that can be 
required of a trustee to invest is, that he 
shall conduct himself faithfully and ex- 
ercise a sound discretion. He is to ob- 
serve how men of prudence, discretion 
and intelligence manage their own af- 
fairs, not in regard to speculation, but in 
regard to the permanent disposition of 
their funds, considering the probable in- 
come, as well as the probable safety of 
the capital to be invested.” 
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The Standard of 


Care and Skill 
Required of a 


Trustee to Invest 


The standard of the 
reasonably prudent 
man handling his own 
affairs has been ap- 
plied in many, perhaps most, states. 
(See, for example, Merchants Loan and 
Trust Company v. The Northern Trust 
Company, 250 Illinois 86; Jones v. 
Jones, 86 Virginia 845; Miller v. Proc- 
ter, 20 Ohio State 442.) But the ques- 
tion arises: 

Is a trustee safe in relying upon this 
as the standard that would actually be 
applied by the courts, or would they be 
disposed now to apply a somewhat 
higher standard? 


GALLOWAY 


REASONABLY PRUDENT MAN 
HANDLING PROPERTY OF OTHERS 


THERE has certainly been some ten- 
dency to advance from the standard of a 
reasonably prudent man handling his 
own affairs, of a similar nature, to that 
of a reasonably prudent man handling 
other peoples’ property. 

In 1869 the Court of Appeals of New 
York in the case of King v. Talbot (40 
N. Y. 76) said, “It does not follow that, 
because prudent men may, and often do, 
conduct their own affairs with the hope 
of growing rich, and therein take the 
hazard of adventures which they deem 
hopeful, trustees may do the same; the 
preservation of the fund, and the pro- 
curement of a just income therefrom, are 
primary objects of the creation of the 
trust itself, and are to be primarily re- 
garded.” 

In 1898 the Supreme Court of Penn- 
sylvania (In re Hart’s Estate, 203 Pa. 
480), after referring to the broad au- 
thority to invest contained in the will 
under consideration, said, “It was not 


an unlimited authority to invest the 
money as an ordinarily prudent man 
would invest his own. The testator had 
rightfully exercised that kind of pru- 
dence in accumulating the fortune, and 
he intended that his death should end 
the risks of accumulation and the money 
should go to those for whom he had 
made it, on the happening of the con- 
tingencies specified; he took risks in 
making it which an ordinarily prudent 
man would take, but the same risks 
taken by his trustee in view of his spe- 
cial duty might be highly imprudent. 
He must take such risks only as an ordi- 
narily prudent man would take who is 
trustee of the money of others. The ob- 
ject of the one was to make money, the 
duty of the other was to take care of 
it—-a very different responsibility from 
that of him who made it.” 

In 1920 the Supreme Court of Michi- 
gan (In re Buhl’s Estate, 211 Mich. 
124) also said, “A trustee has not un- 
limited authority to invest as an ordi- 
narily prudent man would invest his 
own; he must take such risks only as an 
ordinarily prudent man would take who 
is trustee of the money of others.” 

From this it is to be seen that there 
has all along been a disposition in some 
states to raise the standard from that 
of an ordinarily prudent man handling 
his own affairs to that of an ordinarily 
prudent man who is trustee of the 
money of others. 


STANDARD REQUIRED OF 
TRUST INSTITUTIONS 


A STILL further question is this: Is 
there any likelihood that the courts will 
apply to trust institutions as profes- 
sional trus- (CONTINUED ON PAGE 59) 
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INTERNATIONAL 


Paul V. McNutt, Governor of Indi- 
ana, leaving White House confer- 
ence of governors. President Roose- 
velt told the governors, “I have no 
desire to have this matter (bank- 
ing) centralized down here in Wash- 
ington any more than we can help.” 


Winthrop W. Aldrich, head of the Chase National 
Bank: “I am entirely in sympathy with the divorcing 
by law of security affiliates from commercial banks.” 


BLANK & STOLLER 


Richard Whitney, president of the 
New York Stock Exchange, who was 
a witness before the Senate Banking 
and Currency Committee when the 
inquiry was suspended March 2 


BLANK & STOLLER 


UNDERWOOD & UNDERWOOD 


INTERNATIONAL 


James H. Perkins, chairman of the 
National City Bank of New Yark, 
announced soon after taking that 
post that the board of directors had 
“determined on the policy of work- 
ing toward the divorcement of the 
bank and its security affiliate.” 


Fred I. Kent, director of the Bankers Trust Company, 
has been appointed by the Federal Reserve Bank of 
New York to take charge of foreign exchange dealings 
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ACTION in New York State is typical of that 
in other parts of the country. 

Prior to March 4, banking organization in 
New York consisted of clearinghouse associa- 


The Answer— 


tions in about a dozen of the larger centers 


and three regional clearinghouse associations. 


Regional 


Clearinghouses 


Within a week after the President’s first 
proclamation, 15 regional clearinghouses were 
: organized, covering 24 counties. During the 
same period, meetings to organize such units 
were held in practically all of the remaining 
counties of the state. The object was to place 
the banks in a position to meet future events. 


By W. K. PAYNE 


Mr. Payne, chairman of the board of the Auburn- 
Cayuga National Bank and Trust Company, Auburn, 
New York, is chairman of the New York State Com- 
mittee on Regional Clearinghouses and a member of 
the Agricultural Commission of the American Bank- 


from ignorance, but 
from the fear that de- 
positors will take their 


unprofitable accounts to 


ers Association 


conduct their operations on a 

basis of profits adequate to absorb 
the inevitable losses, while assuring a 
fair return to their stockholders. They 
know how this can be done. But they 
often hesitate to act promptly and in- 
dependently. 

No bank can afford to pay a rate of 
interest on a deposit which will prevent 
that deposit from earning its board and 
a fair profit. No bank can afford to han- 
dle a checking account without an ade- 
quate service charge sufficient in amount 
to be profitable to the bank. These state- 
ments have ceased to be debatable. Ev- 
ery banker who is earning his salary 
knows them to be true. 

Why, then, have not all banks put all 
their deposits on a profitable basis? Not 


Berane know that they must 


out-bidding competitors. 

‘There is better 

means for the preven- 

tion of high interest charges and inade- 
quate service charges on deposits than 
the organization of all the banks in a 
competitive banking area into a regional 
clearinghouse. By this means the will to 
act wisely and courageously is strength- 
ened, and those willfully disregarding 
sound practices can be restrained by 
penalties adequate to render their re- 
missions highly unprofitable to them. 
The promotion of 
sound banking practice 
by clearinghouse regu- 
lation has been in suc- 
cessful operation in the 
United States for 80 
years. It has become a 
usual, if not indispen- 
sable, part of banking 
operation in most of our 


large cities. Of late years, as a realiza- 
tion of the distinctive competition of 
unwisely managed banks has become 
more evident, the growth of the organi- 
zation of regional clearinghouses, made 
up of the banks of a given competitive 
area, has been both rapid and wide- 
spread. The continued development of 
this regulatory system to cover all the 
banking areas of the country offers, in 
the opinion of many thoughtful bank- 
ing leaders, a sane and adequate remedy 
for many of the weaknesses now evident 
in our American banking system. 

A general description of the methods 
of clearinghouse operations and of the 
many bank- (CONTINUED ON PAGE 60) 


No bank can afford to pay a rate of interest 
on a deposit which will prevent that deposit 
from earning its board and a fair profit. 
There is no better means for the prevention 
of high interest charges and inadequate ser- 
vice charges than ... a regional clearing- 


house.—The Author 
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Interest Rates Decline 


ne for the nation, of rates now being 


— paid by banks for various types of deposits 


Demand 


76 


Savings 


3.29 


MONG the provisions of the Glass 
Aw to amend the banking laws of 
the United States was a clause 
limiting the rate of interest which mem- 
ber banks in the Federal Reserve Sys- 
tem could pay for deposits. The Senator 
from Virginia was conservative in these 
limitations, for he proposed to fix as a 
maximum rate one-half of the rate of 
interest specified in law for loans, and in 
the case of bankers’ balances with bank- 
ers the rate was not to exceed the cur- 
rent discount rate in the Federal Re- 
serve district or 214 per cent, whichever 
was lower. This provision in the bill 
stuck to it through the thick and thin 
of its varied career in the Senate. It may 
appear later. 

The Comptroller’s office, the Federal 
Reserve authorities and the state bank- 
ing departments have indicated from 
time to time their sympathy with the 
movement toward lower rates on de- 
posits. This sympathy is in no way a 
matter of mere kindliness toward the 
banks. It is based upon an appreciation 
of the necessity of ending abuses in the 
banking business if the banks are to be 
operated profitably—and they all real- 
ize that an unprofitable bank is not a 
safe bank. 

In the meanwhile bankers themselves 
are gradually bringing about this neces- 
sary reform independently of Govern- 
ment action—and perhaps more effec- 
tively. The third of the annual surveys 
of the interest-on-deposits situation in 
the country, just completed by the Bank 
Management Commission of the Asso- 
ciation, indicates not only that interest 
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By FRANK W. SIMMONDS 


Mr. Simmonds, Deputy Manager of the 
American Bankers Association and Sec- 
retary of the Bank Management Com- 
mission, gives here the results of the 
Commission’s latest survey of interest 
rates throughout the country 


rates on deposits of all sorts are being 
lowered on an average but also that the 
movement is more general, it is tending 
in the direction of more scientific bank- 
ing by the adjustment of rates as be- 
tween the several classes of deposits, and 
the rates are becoming more stabilized 
in the regional divisions. 

Strict conclusions as to the cost of de- 
posits to bankers in the several parts of 
the country cannot be drawn without a 
weighting of the averages given, but the 
figures reported demonstrate definitely 
enough an increasing adjustment of the 
cost of deposits to their earning power 
in the banking business. 

The necessity of this adjustment has 
long been apparent to most banks in- 
dividually, and it has been quite as evi- 
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dent to supervisory banking authorities 
as a matter of bank solvency and safe- 
ty. As a result of competition among 
themselves, especially evidenced by high 
bids for large deposits whether the lat- 
ter were profitable or not, a large pro- 
portion of the banks of the country were 
unprofitable even before the boom pe- 
riod of 1927-1929. Comptroller John W. 
Pole in his annual report for 1929, tak- 
ing 1927 as a typical year, stated that 
966 national banks operated at a loss 
and an additional 2,000 earned less than 
5 per cent, these banks constituting 38 
per cent of all national banks at that 
time. Similar results might be cited in 
the case of state banks. 

However bad the situation was in the 
beginning of the boom period, it became 
infinitely worse when the boom col- 
lapsed. In 1929 when call money was 
drawing as high as 14 per cent, when 
short-term Government securities were 
earning around 334 per cent and when 
acceptances and commercial paper were 
earning 514 to 6 per cent, banks were 
spurred into offering high interest rates 
on deposits of all sorts. At that time the 
practice may have been profitable, how- 
ever unwise as a policy. When the boom 
collapsed and short-term Government 
securities earned as low as a fraction of 
1 per cent, when acceptances and com- 
mercial paper fell to around 1 per cent 
and 2 per cent, respectively, when call 
money fell to 2 per cent or less and earn- 
ings on other investments fell in propor- 
tion, the banks found themselves sad- 
dled with high interest rates on deposits 
which could not be invested profitably. 
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Continuation of these high rates 
would have been disastrous. All mem- 
ber banks in the Federal Reserve in the 
first half of 1932, the last period for 
which returns have been compiled, paid 
out $228,000,000 in interest on deposits. 
Their gross earnings on all loans and 
investments were $696,000,000. On these 
loans and investments they wrote off a 
loss of $362,000,000 net, their net earn- 
ings on this major relation in banking 
being $106,000,000—about 58 per cent 
of the amount they paid out in wages 
and salaries alone. Obviously banks 
could not do business successfully on 
this basis and they did not. 

Thereare other earnings and expenses 
in the banking business which contrib- 
ute to profits and losses, but many, if 
not most, of the expenses cannot be re- 
duced. However, interest on deposits 
can be reduced, and it is to that factor 
in losses that both banks and the au- 
thorities responsible for their solvency 
have been giving their attention. 

The result has been that changes in 
interest rates on deposits in the past 
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Rates of interest 


ten months have been more general and 
more radical than in any previous pe- 
riod surveyed. The trend is distinctly 
downward in all six of the groups of 
states. 

The movement to do away with in- 
terest payment on demand deposits en- 
tirely is rapidly gaining headway. Since 
the survey of a year ago the number of 
states in which various clearinghouses 


New England, the East and South 


Average interest Rates Paid on Six Types of 
Deposits As Reported to the Bank Manage- 
ment Commission 
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paid on demand, savings and time deposits 


reported that they were paying no in- 
terest on demand deposits increased 
from 25 to 35. The survey shows, so far 
as interest rates determine, bankers con- 
tinue to prefer savings accounts to any 
others, even time deposits and certifi- 
cate of deposit accounts. In the south- 
ern, central and western states, where 
rates on time and savings accounts have 
been close together in the past, a grad- 
ual lowering of the former is noticeable. 

All these changes and the downward 
trend generally have their full meaning 
only when considered in connection 
with the rules which govern interest pay- 
ment in the various communities. In the 
matter of interest on demand deposits, 
for example, a lowered interest rate 
means little if it covers a greater pro- 
portion of the deposits, while an in- 
crease in the rate may mean even a 
lower cost of such deposits if the pro- 
portion of deposits covered is more re- 
stricted. 


DEMAND DEPOSIT RESERVES 


THE average rate paid on demand de- 
posits in several of the states is raised 
by a few cities which pay high interest, 
but it should be kept in mind that city 
banks require large deposits before any 
interest at all is paid. One clearinghouse, 
for example, pays 2 per cent or better 
on demand deposits but does not pay 
interest on amounts below $15,000. 
Georgia demand deposit interest rates 
are high, but a majority of the banks 
require high free balances before pay- 
ment of interest. High interest rates in 
New England are explained in a similar 
way. 

Even among states where this prac- 
tice is not observed, however, the rule 
has come to be general to deduct re- 
serves before calculating interest on de- 
mand deposits and deposits of other 
banks. Between the previous and the 
current survey there has been an in- 
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Rates on public funds, deposi 


creasing number of communities where 
this rule is applied to time, savings and 
certificate of deposit accounts. 

Sixty-four out of 83 clearinghouse re- 
turns report their banks deducting re- 
serve requirements before calculating in- 
terest on demand deposits. Some banks 
in other cities make such a deduction, 
while in other cases an arbitrary 
amount, such as $500, is deducted. In 
more than half the cases the deduction 
is made by clearinghouse rule. Banks in 
ten out of 83 communities make the 
same deductions before calculating in- 
terest on time deposits and in five cases 
the deduction is made before calculating 
interest on savings deposits. In 44 cases 
the deduction is made against deposits 
of public funds and in 64 cases against 
deposits of other banks. 


A MARKED TREND 


IN SOME respects the more significant 
feature of the changes is in the rapid and 
material increase in the number of banks 
which establish a limit on deposits be- 
low which interest is not paid and in the 
tise in the limit fixed by banks in cer- 
tain communities. In last year’s survey 
communities in which banks had es- 
tablished such a limit numbered 41.6 
per cent of the clearinghouses reporting. 
In this year’s review the proportion has 
risen to 62 per cent. In New England 
the requirement has become almost uni- 
versal, whereas 59 per cent established 
no limit at the time of the previous re- 
port. In the eastern states the percent- 
age has risen from 43 per cent to 49.9 
per cent; in the southern states from 49 
per cent to 65 per cent; in the middle- 
western states there has been practically 
no change; in the western states the 
number increased from 40 per cent to 
73.3 per cent; and in the Pacific states 
there has been little apparent change in 
proportion. 

No general rule can be derived from 


ts of other banks and C/D’s 


the survey as to the size of free balances, 
but in general they range from $500 up 
to $25,000, depending upon the size of 
the city, the nature of the account, the 
activity of the turnover and similar con- 
siderations. There is an increasing num- 
ber of cases where the free balance is 
fixed by agreement, in some cases float 
is deducted, in others the amount is 
fixed on a percentage basis and in some 
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cases a special limit applies to the ac- 
counts of chain stores. 

The success of the movement to bring 
the rates paid for deposits more into line 
with possible bank earnings has involved 
two factors. The first has been increas- 
ing concerted action on the part of the 
banks, without which such decisive and 
widespread reductions would probably 
have been impossible. Out of 175 clear- 
inghouses reporting on this phase of the 
movement, 110 indicate that rates were 
lowered by action of the local clearing- 
house, in 21 communities the action was 
taken by mutual agreement among the 
banks and 36 reported action relative to 
certain types of deposits only. 

The other factor is favorable recep- 
tion of the movement by the public. Ex- 
cept in very few cases depositors, usually 
after a short campaign of education, 
have come promptly to recognize the 
justice and necessity of the move and its 
influence upon the solvency of the banks 
and the safety of their deposits. 

One hundred and forty-four com- 
munities re- (CONTINUED ON PAGE 52) 
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Taxation— 
without Discrimination 


By 
FRANKLYN HOBBS 


HE retail sales tax is inevitable; 
Ti should be a national measure. It 

is under discussion in Congress, 
and in a score of legislatures. Indications 
are that it will be in operation in many 
states before the end of the present year. 
As a lift out of the present depressed 
condition of the country it is, in the 
judgment of an increasing number of 
people, the most fundamental and the 
most effective move which could be 
made. 

If we are to have government and an 
orderly procedure in the affairs of busi- 
ness and of life, we must levy taxes in 
some form to provide the money to op- 
erate the machinery of government. If 
we are to set ourselves up as a nation 
among the nations of the world, then we 
must—until peace is universal—main- 
tain armies and navies and the gov- 
ernmental machinery necessary to their 
effectiveness. If our private property is 
to be protected from physical violence 
and from fire, then there must needs be 
police departments and fire departments 
so equipped as to be able to give us such 
protection. If our children are to be 
given the benefits of an education, then 
we must be provided with schools and 
laboratories and experimental farms, 
and we must finance expeditions of in- 
vestigation and exploration in order 
that we may place at the disposal of our 
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children a knowledge of the world, its 
vast resources, its inhabitants and its 
history. All of these things are necessary 
to life and progress, and all of them call 
for funds to be derived from taxation. 

The old adage, bruited about for hun- 
dreds of years, that “the only things 
which are certain are taxes and death” 
is not yet half understood. There are 
men who will tell you that they have 
never paid a dollar in taxes in their 
lives, and they believe it. They own no 
real estate and no personal property 
which is taxable, and earn an income 
which does not fall within the limit of 
the Federal income tax laws; therefore, 
they pay no taxes. It probably has not 
occurred to some of these persons that 
when they pay the rent on the house or 
the apartment, such payment must 
cover interest on the owner’s investment, 
interest on the mortgage or the mort- 
gage bonds, premiums on fire and lia- 
bility insurance, and all taxes of every 
nature which the owner of the building 
is required to pay because he is the own- 
er. That portion of his income repre- 
senting interest on his investment in the 
equity in the building is subject to Fed- 
eral income tax, and this must be paid 


Subterfuges of every kind are re- 
sorted to in order to avoid pay- 
ment. The result is that the great 
burden falls upon real estate, and 
real estate cannot be hidden.— 


The Author, 


. . » when we spread the tax load ff 

equally among the spenders, then 

we will make America a place of 

equal opportunity for all.—The 
Author. 


| 


proportionately by each tenant in his 
building. 

Every motor car rolling over the road 
carries with it taxes of a thousand kinds. 
The term “thousand” is meant literally, 
although “thousands” might be more 
accurate. Taxes on iron and copper 
mines, on forests and sawmills, on the 
farmer’s cattle, on the packer’s hides, 
on the tanner’s leather, on the steel mills, 
on the cotton fabricators, on the rubber 
plantations of Asia, on the cotton plan- 
tations of the South, on the tire fac- 
tories, on the fabric mills, on motor car 
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ESTIMATES. 


DATA FURNISHED BY FRANKLYN HOBBS 


factories, on the motor car dealers— 
these, and hundreds of other taxes, 
levied at the source or on the processing 
of materials and their transportation, 
must be and are paid by the man who 
buys the motor car. All taxes paid, in 
no matter what form, by every person 
having anything to do with the creation 
of this motor car or the things from 
which it is made, must be passed along 
to be paid ultimately by the man who 
buys the motor car. There is no other 
way in which such taxes could be paid. 
The worker in the mine, or in the mill, 


AMERICAN BANKERS ASSOCIATION JOURNAL, April 1933 


THESE FIGURES FOR THE FIS- 
CAL YEARS 1913-32 WERE TAKEN 
FROM THE ANNUAL REPORT OF 
THE SECRETARY OF THE TREA- 
SURY. FIGURES FOR 1933-34 ARE 


FEDERAL INCOME TAX COLLECTIONS 


must pay his taxes out of the wages he 
receives; these wages must be included 
in the cost of the automobile, and when 
we buy that automobile we are com- 
pelled to pay our pro-rata share of all 
of the tax accruing. 

Tax money cannot create itself. The 
worker, the manufacturer and the mer- 
chant must add all taxes paid to the 
article which is. being made or mer- 
chandised. The buyer must finally pro- 
vide the money to pay these taxes. Sure- 
ly a merchant could not pay a tax if 
he did not add it to the price of his 


REFERRING to “discriminatory” taxes imposed by Con- 
gress, J. W. Van Dyke, chairman of the board of the Atlantic 
Refining Company, said in a recent statement to stockholders: 

“Concentration of taxation was effected and disregard of 
the need for maintaining economic balance between commod- 
ities was evidenced by the action of the Congress in placing 
upon gasoline a tax of one cent per gallon, surmounting the 
now average state tax of 334 cents per gallon. In terms of the 
wholesale price of gasoline, a cent a gallon is equal to more 
than 20 per cent of its average wholesale price. 

“The same Congress placed a tax on cereal beverages of 114 
per cent; on candy and chewing gum of only 2 per cent; on 
electrical energy of only 3 per cent; on cosmetics, cameras, fire- 
arms, sporting goods, furs and jewelry of only 10 per cent. 
Why the discrimination? The same law included a levy on 
lubricating oil approximating 30 per cent of the wholesale price.” 
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Income taxes are dwindling and 
becoming a less important part of 
the Federal income.—The Author. 


goods. He owns no printing press with 
which to print tax money. The greatest 
corporation in existence must collect 
from the consumers all the taxes it pays. 
When we pay our telephone bill, our 
payment includes the taxes paid by the 
telephone company whether they be for 
franchise grants, real estate, personal 
property or income, or for assessment 
on the repair truck which stops before 
our door in time of service trouble. 


SOME PAY MORE—SOME PAY LESS 


CERTAIN it is that taxes are inescap- 
able. It is impossible for us to buy a 
pound of food or an item of wearing ap- 
parel and avoid paying taxes on such 
articles all the way back to the farmer 
who raised the food, or the cotton or 
the sheep which produced the wool. 
There is, then, no such thing as tax 
exemption. No one who eats, and wears 
clothing, and lives under a roof, is ex- 
empt from taxation. It is unfortunate 
for some that, through our present com- 
plicated tax machinery, the tax load is 
unevenly spread. All pay taxes; but 
some pay more than their share, as 
others pay less. Unfair and unjust tax- 
ation has been a matter for honest com- 
plaint since government began. Taxa- 
tion without representation has caused 
countless (CONTINUED ON PAGE 50) 
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GLOBE 


League: Secretary of State Cordell Hull ac- 
cepted the League of Nations proposal for 
this country’s cooperation in the Manchurian 
affair, reserving to the United States, however, 
“independence of judgment” 


THE MONTH 


Peace: Premier Benito Mussolini has worked 

out with Prime Minister Ramsay MacDonald 

a project for maintenance of European peace 

through unity of action between Great Britain, 
Italy, Germany and France 


Far East: Japan added Jehol 
28 


KEYSTONE 


KEYSTONE 


Debts: Robert 
Worth Bingham 
of Louisville has 
been nominated 
by President 
Roosevelt to the 
Court of St. James’s 


War: Lloyd George told 
the National Council of 
Evangelical Churches in 
England, “There is now 
proceeding among all 
nations the worst eco- 
nomic war the world 
has ever seen and actual 
war is in preparation” 
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EDITORIALS 


The View Ahead 


AVING accepted the doctor’s orders, even with 

a smile, the banking of the country may be ex- 

cused if, for a time, it indulges in a review of 

“my operation.” The experience of recent weeks has 

taught a number of lessons and every element in 
American banking has been tested by fire. 

The lack of a unified banking policy, as distinguish- 
ed from a unified banking system, has been evident. 
Also it is apparent that the Federal Reserve System 
was unable to meet a national domestic emergency, 
as distinguished from an emergency occasioned by a 
foreign drain on its gold, under the fixed and stringent 
rules which thus far have governed the System. The 
currency of the country in its heterogeneous composi- 
tion under divided authority has been unable to stand 
the strain without modification. 


THIS IS BETTER 


_ necessary changes promptly made and weak- 
nesses perceived and corrected for the time being 
at least, albeit at considerable cost, the nation emerges 
stronger and with more confidence in itself. The storm 
has cleared the atmosphere. Restored confidence in 
the banks which are functioning has undoubtedly 
shortened the depression and put the business of 
America on the way to permanent and satisfactory 
recovery. Increasing deposits in the banks which are 
functioning indicate a reversion from hoarding, and 
with a return of hoarded funds to normal banking 
channels there certainly will come a reduction in the 
volume of currency outstanding and a reduced strain 
upon gold. 

The whole freezing process is reversed and the pros- 
pects of normal business are greatly improved. 


CONFLICT 


a general trend in sentiment in Washington un- 

doubtedly is in favor of a greater degree of banking 
unification throughout the country. The broad ground 
upon which advocates of such a system hope to build 
is indicated in the reasons given in the Emergency 
Act for the grant of dictatorial authority to the Presi- 
dent during the present interim. However, the man- 
ner in which each House of Congress has responded 
to demands for the relief of state banks in later con- 
sideration of the situation is proof enougli that any 
proposal for a unified system would encounter con- 
siderable opposition. 

Undoubtedly the new faith in some sort of unifying 
action has been strengthened by recent developments. 


Opponents of branch banking, however, are as de- 
termined as ever that any general plan of unification 
shall not be adopted by Congress. 


Reserve Membership 


sg aalaonemesit in favor of requiring all banks to 
become members of the Federal Reserve System 
also has been greatly strengthened by the recent 
cataclysm. 

The attitude of the Association toward member- 
ship in the Federal Reserve System has been stated 
at various times in the past, and with particular 
clarity in the report of the Economic Policy Commis- 
sion approved by the Convention in Los Angeles last 
October, as follows: 

“Tt is quite true that the Federal Reserve System’s 
record in the past has in no sense shown it to be a 
panacea for banking difficulties or an impregnable 
defense against depression. Many banks have failed 
within the System as well as outside. However, the 
record for the banks in the System was materially 
better than for those outside. Moreover, although the 
facts indicate that greater strength is to be desired 
for banks both inside and outside, it is our conviction 
that the Federal Reserve System constitutes the most 
promising instrumentality for building up the kind of 
a banking structure for the nation that is to be desired. 

“We are in favor, therefore, of a broadening unity 
in the functioning of our commercial banks, both state 
and national, along sound, coordinated lines under 
the leadership of an ever improving Federal Reserve 
System. We do not believe that it is necessary to 
sacrifice to this end the dual banking system of op- 
tional state and national charters which in the banking 
field stands as just as great a defense against undue 
central government control over the financial liberties 
of our people as the dual system of state and Federal 
governmental jurisdictions represents in respect to 
their political liberties.” 


ATTITUDE OF CONGRESS 


—- there is less opposition to this idea in 

Congress than to any other of the proposed major 
changes in the national banking laws. It is possible 
that there is a majority in Congress for each of the 
more important proposals taken separately, but it is 
extremely doubtful if a majority could be found to 
favor all proposals tied together in one bundle. A bill 
embodying a large number of fundamental changes 
in the banking laws is hardly likely to pass unless it is 
forced through the two Houses by the administration. 


29 


| 
4 
- 
4 
4 
4 


KEYSTONE 


With banking stability restored, 
the problem of maintaining a safe 


and profitable investment pro- 
gram becomes even more impor: 
tant as a matter for constant at- 


tention 


A Method for Measuring and 
Comparing Utility Securities 


O analyze the securities of a pub- 

lic utility, and then by comparison 

with other similar securities to 
arrive at an opinion of the relative in- 
vestment merit, these five major factors 
should be examined: 

1. character of the territory; 

2. character and ability of the man- 

agement; 

. type of business; 

4. capital structure; and 

5. gross revenue. 

The first three of these are more or 
less intangible and thus are open to 
wide differences of opinion. The other 
two, being of a factual nature, are more 
definite and precise. It is only by giving 
the proper weight to the frequently con- 
tradictory factors that one may arrive 
at a sound conclusion. 


THE TERRITORY SERVED 


THE character, reputation and pros- 
pects of the territory served have a con- 
siderable bearing on the problems and 
the profits of a public utility. Formerly 
an industrial section was expected to 
show a more rapid growth for the util- 
ity serving it than would an agricultural 
or residential section. However, the last 
few years have seen the extension of 
distribution lines to agricultural areas, 
and a movement of industries away 
from large cities has become noticeable. 
Intensive cultivation of the residential 
customer has been carried on by nearly 
all the companies. Developments such 
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By 
J. P. HICKMAN, JR. 


as these have reduced the relative im- 
portance of industrial centers. 

For the utility serving a scattered 
territory general expenses are necessar- 
ily higher and the development of new 
business more costly than for the com- 
pany whose business is confined within 
a smaller area in one town or city. One 
should also keep in mind the degree to 
which business is diversified in the terri- 
tory covered, because dangers are al- 
ways lurking in the one- or two-indus- 
try sections. 


MANAGEMENT OF THE COMPANY 


THE management of any company is 
of course a vital element, and is also an 
extremely difficult element to analyze. 
The examination of certain factors, 
however, will be valuable, as for ex- 
ample: what is the situation in the re- 
lations between the company and its 
public? Is there general freedom from 
rate disputes? To what extent has the 
utility been successful in its program 
for customer ownership of securities? 
How effective is the new business de- 
partment for intensive work among old 
customers as well? Does the location of 
power plants and the layout of trans- 
mission lines provide the utility com- 
pany with low cost production and effec- 
tive distribution in its territory? 


Important factors that must be con- 
sidered are the various sources from 
which revenue is derived. 

Revenue from the sale of electricity is 
generally regarded as the most stable 
and the most capable of rapid growth. 

Manufactured gas, while compara- 
tively stable, is subject to competition 
from natural gas and is limited in the 
rapidity of its growth by the high cost 
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of expanding or enlarging the distribu- 
tion system. 

There are today so few instances of 
a healthy traction situation that a 
proportionately large revenue from this 
source may well indicate a weakness. 

Furnishing the water supply of a 
community affords steady revenue, but 
any growth of the business is necessarily 
slow. 


OTHER REVENUE SOURCES 


THE manufacture and sale of ice in 
some cases provides a_ substantial 
source of income for the utility com- 
pany, but as this is open to the dangers 
of unfair competition, revenues should 
be examined carefully. 

Merchandise sales alone seldom 
amount to a sizeable figure. However, 
they are an indication of what is being 
done to increase the consumption of gas 
or electricity among present customers. 

When investigating an electric power 
and light company one should ascertain 
what portion, if any, of its power is 
purchased from other companies, be- 
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Charts like these showing in percentages 
the actual distribution of gross revenue 
of well known utilities can help to vis- 
ualize for comparative study the various 
items. Total revenue in each case is 
taken as 100 per cent. By repeating for 
each year, the charts will reveal any 
changes that may take place 


cause of the bearing this will have upon 
the income account. For example, a 
company which buys its power will 
probably show larger operating costs 
since all the expenses, taxes, interest, 
etc., of the generating company are in- 
cluded in the price it pays. On the other 
hand, one would expect to find a larger 
depreciation charge set aside by the 
company generating its own power. 
Similarly, the generation of current 
by steam or by water power has a very 
definite effect upon capital structure as 
well as upon income account. The 
hydro-electric plant, being more costly 
to construct, might properly have a 
larger amount of bonds and preferred 
stock outstanding, and thus higher fixed 
charges, while its operating, mainten- 


DIVIDENDS 


PER CENT OF TOTAL 
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YEAR ENDING 9/30/32 


NOTE: WHERE TAXES ARE NOT 
SHOWN AS A SEPARATE ITEM, 
THEY ARE INCLUDED IN OPERAT= 
ING COSTS, 


unit $1000 


ance and depreciation charges should be 
smaller than those of the steam plant 
with its fuel and boiler costs. 

Another consideration should be the 
relative amounts of power distributed 
at wholesale and at retail. An average 
yearly consumption of 1,000 to 2,000 
kilowatt hours per customer indicates 
the extreme type of retail business. 
When this average runs over 6,000 kilo- 
watt hours a considerable part of the 
business is likely to be wholesale. Gen- 
erally, the larger the retail distribution, 
the larger will be the proportion of gross 
revenue going to operating expenses— 
sometimes as high as 60 per cent. As 
wholesaling assumes a more dominant 
position, the operating ratio decreases. 
In cases where the number of customers 
is very small, often as low as 10 per 
cent to 15 per cent of the gross is taken 
for expenses. 


HE three foregoing factors of terri- 
tory, management and type of 
business may be looked upon as show- 
ing the (CONTINUED ON PAGE 62) 
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SAN FRANCISCO 


The float on San Francisco and New 

York items presented in St. Louis is 6 

and 3.6 days respectively. Six per cent 

interest on $1,000 of these items would 

amount to the figures shown—$1.00 

for San Francisco, 60 cents for New York 
(see table on following page) 


By LEO D. KELLY 


HE rapidly changing economic 

landscape has put bankers and 

bank management to the severest 
test in history. Among the steps that 
have been taken by hundreds of banks to 
increase earning capacity, the installa- 
tion of schedules of service charges 
stands out as perhaps the most promi- 
nent. 

These charges have generally been 
installed on a cost basis, not with the 
idea of making money but primarily of 
stopping the leaks and losses incurred 
on three out of every four customers in 
performing free services for them. And 
when these losses have been stopped, 
other operations of the bank do show 
a profit. 

Without fear of successful contradic- 
tion, one can make the statement that 
a majority of the banks throughout the 
United States within the last 10 to 15 
years have given away in free services 
an amount equivalent to their entire 
capital. And the strangest part of this 
picture is that until recently both bank- 
ers and customers generally have been 
unaware of this extreme generosity. 

It is surprising with what calm and 
ease the public has accepted installation 
of charges for service. In virtually every 
instance where the banker has im- 
pressed upon his customers the fact 
that the service charge makes his bank 
a safer, stronger institution, the cus- 
tomer actually has welcomed the change 
instead of rising up in revolt, as the 
banker has feared he might do. 

Perhaps the most difficult problem 
faced by the banker has been the start- 
ing point for the service charge. Realiz- 
ing the need for its installation, how 
was he to go about starting it? How 
was he to be sure he was getting the 
right sort of schedule? To many, the 
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ST- LOVIS 


A Convenient Way 
To Collect Float 


time necessary to study and understand 
the various service charge plans has 
been a stumbling block. With no one 
in the institution who could delve into 
such matters, they have been shoved 
along from month to month as unfin- 
ished business. 

As head of the correspondent bank 
division of my own institution I fre- 
quently came into contact with this 
situation. After a study of various 
methods, I came to the conclusion that 
two things were needed: first, a com- 
plete schedule covering all services and, 
second, an easy way of putting it into 
effect and continuing it with a minimum 
of effort. 

My metered service charge plan, as 
finally evolved, includes a printed sam- 
ple folder of complete service charges, 
laid on the desk of the banker, so that 


Mr. Kelly, whose service charge plan 
has had wide recognition, is vice-presi- 
dent of the Mercaniile-Commerce 
Bank and Trust Cempany of St. Louis 


MURILLO 


he can look it over and, if need be, re- 
vise it slightly in accordance with local 
needs. This printed folder has an intro- 
duction designed to explain to the de- 
positor the necessity of the service 
charge. It is contemplated that the 
banker make as many reprints of the 
folder as he desires and distribute them 
to his customers in advance of the time 
the charges are to become effective. At 
the same time, the banker is supplied 
with suitable advertising and publicity 
material, making it easy to place the 
plan in effect. In fact, the whole pro- 
cedure is virtually automatic and calls 
for a minimum of effort and time on 
the part of the banker. 

Complete service charges would cover 
every sort of service—loans, checking 
accounts, “float”, various types of col- 
lections, exchange, cashing checks for 
out-of-town firms, coupons and various 
other miscellaneous services with which 
every banker has to deal. Ordinarily, 
when a banker begins thinking of a 
service charge, he includes a few mis- 
cellaneous items but overlooks the most 
important and best revenue producers 
of all—namely, complete protection 
against excess activity in checking ac- 
counts and “float” on out-of-town 
checks. 

Adequate note charges for loans are 
also too generally ignored. This metered 
service charge plan includes them all, 
automatically stopping all the leaks, 
putting every account on the basis of 
paying for whatever activity it has and 
eliminating about 90 per cent of the de- 
tail work involved in most other meth- 
ods now in use. Tedious analysis of 
accounts is eliminated because each cus- 
tomer pays for whatever service he gets 
and each customer is measured by the 
same yardstick. 

The most important service charges 
are those on “float” and checking 
accounts. (CONTINUED ON PAGE 34) 
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WALL ST. to 


The Recordak Photographic Plan of Single Posting saves 


33.4% én labor, 40% in machines, 50% in stationery. 


nine largest banks 
are Recordak equipped. 
So are hundreds of medium- 
sized and small banks from 
coast to coast. 

Some use many Recordaks, 
some need only one. Large and 
small, these banks are saving 
money: in bookkeeping —in 
transit work—in filing space— 
through faster, more efficient 
Operation. 

These banks are also getting 
a greater protection than they 
ever had before. Picture records 


INVESTIGATE 
RECORDAK SERVICE 
A request brings full 
information and a list 
of users near you. 
Write today. 


and small 
ave profiting 
from 
Recordak’s 


Economy 


and 
Safeguards 


MAIN ST. 


Large banks 


The Recordak Plan for community banks combines 
full Recordak service in a single unified system. 


of checks they cash. Exact cop- 
ies of customers’ statements. 
Invaluable evidence in case of 
error or attempted fraud—fur- 
nished by Recordak at an actual 
saving in cost. 

Recordak systems for larger 
banks are used with the coop- 
eration of the Federal Reserve 
in many States. 

A special Recordak Plan for 
community banks combines 
Recordak’s many departmental 
uses in a unified system using 
only one machine. 


Leased—not sold—no capi- 
tal investment required. Recor- 
dak economies begin at once. 
A new series of folios describes 
Recordak uses in detail. Write 
for them now. 


New Recordak Folios 


A complete series of six folios cover- 
ing I. Applications and Economies, 
II. Protection, III. The Recordak 
Photographic Plan of Single Posting, 
IV. The Recordak Transit System, 
V. New Business, VI. Small Bank 
Systems. All contained in a convenient 
file folder. Free on request. Write. 


Recordak Corporation 


Subsidiary of Eastman Kodak Company 


350 Madison Avenue, New York City 
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The “float”, or “conversion”, charge 
is the most important revenue producer 
in the schedule and one which is over- 
looked by a majority of bankers. By 
“float”, of course, is meant the time 
during which checks are in process of 
collection. The metered service plan 
takes into account the fundamental 
principle that when a customer cashes 
or deposits for immediate credit a 
check drawn on an out-of-town point, 
it is equivalent to the bank’s lending 
him that amount of money for the 
length of time taken to collect on the 
check. This period varies from three 
to ten days depending upon the distance 
of the out-of-town point from the city 
of deposit. If the bank makes no float 
charge for this period, then it actually 
is losing money on the transaction, espe- 
cially so if the depositor begins at 
once writing checks against the out-of- 
town item. 

The plan under discussion specifies 
that ‘“‘on all checks of $100 or less, de- 
posited or cashed on banks outside the 
city of deposit, there shall be a charge 
of 6 cents each, and on such checks in 
excess of $100, a charge shall be made 
at the rate of 6 per cent per annum for 
the actual ‘float’ time.” Figuring out 
this “float” time is not mere guesswork, 
but an exact process made possible 
through a float chart which I have pre- 
pared, and which varies according to 
the Federal Reserve district in which 
the bank of deposit is located. This 
chart shows at a glance the exact time 
that any check offered for deposit on 
any point in the United States is out- 
standing in process of collection. Oppo- 
site each point is extended the float per 
$1,000 -at 6 per cent per annum. Each 
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Majority of the banks 


throughout the United States 


within the last 10 to 15 years have 
given away in free services an 
amount equivalent to their entire 


capital—The Author 


teller, supplied with such a chart, can 
tell at a glance the float charge on any 
check, and he may collect it then and 
there. Some banks, however, prefer to 
total such charges for a month and col- 
lect them at the end of that period, 
especially such accounts as have several 
out-of-town checks for deposit daily. 

Provision is also made on this chart 
for a charge at the rate of $1 per 
$1,000 on items that are drawn on non- 
par points in addition, of course, to the 
regular float charge, for exchange must 
be paid on these non-par items at the 
average rate of about $1 per $1,000 
either by the depository bank or by its 
correspondent in the city—which in 
reality is equivalent to the depository 
bank’s paying the charge. 

It is a fact that through a lack of full 
understanding of the float problem 
countless banks are being imposed upon 
daily, and customers are using the 
bank’s money instead of their own for 
transacting business. Let me cite an ex- 
ample to show how this works in actual 
practice. 

Suppose a manufacturer located in 
Albany, New York, is manufacturing a 
product which is marketed only in other 
points in the same state, and that he 
opens an account in an Albany bank 


For Example, in St. Louis— 


with a deposit of $7,200 in currency, 
Let us assume that the manufacturer’s 
volume of sales to these other points in 
this same state (excepting New York 
City where a Federal Reserve Bank is 
located) aggregates $2,000 per day. The 
next day after the $7,200 initial deposit, 
the manufacturer brings in a deposit of 
$2,000 consisting of checks on these 
other points in the state. Let us assume 
also that he draws cash or checks against 
his account payable to local concerns for 
raw material in the amount of $2,000 
daily. He would then still have a credit 
balance on the Albany bank’s books of 
$7,200 but after this procedure has 
gone on for three and six-tenths days, 
with daily deposits of $2,000 of checks 
on other points in the state and daily 
withdrawals in the same amount, while 
he would have a credit balance on the 
bank’s books of $7,200, he would not 
have a dime of actual collected funds 
in his account. Not only that, but the 
bank in Albany would be compelled to 
maintain with its own funds the reserve 
of from 15 per cent to 30 per cent on 
the manufacturer’s book balance of 
$7,200, which would be from $1,080 to 
$2,160. 

This is all accounted for by the fact 
that it takes an average of three and 
six-tenths days to get returns on an 
item on another town or city in this 
same state (New York City excepted), 
and on more distant points in other 
states this time is doubled and even 
trebled. 

It is apparent, therefore, in the above 
case that without making a float charge, 
or charge for converting these out-of- 
town items into cash, the banker is ac- 
tually losing (CONTINUED ON PAGE 57) 


Schedule of interest to be charged on checks deposited for immediate credit, as computed for a bank in St. Louis. The 

column, “Days”, is the float, “Rate” is the interest on $1,000 at 6 per cent for the duration of the float. On checks for less 

than $100 a rate of 6 per cent is recommended, with a minimum charge of 6 cents. On non-par items $1 per $1,000 
should be charged in addition to the rate shown on the table 


City or State Days 


ALABAMA Kansas 
Birmingham 
ARIZONA 
ARKANSAS 
Little Rock 
CALIFORNIA 
Los Angeles 
San Francisco 
CoLorapbo 
Denver 
CONNECTICUT 
DELAWARE 
Dist. oF CoLuMBIA 
FLORIDA 
Jacksonville 
FEORGIA 
Atlanta 
TpaHo 
ILLINOIS 
Chicago 
INDIANA 
Towa 


KENTUCKY 
LovuIsIANA 
MAINE 

MaryYLAND 


Boston 
MICHIGAN 
Detroit 


Missouri 


MontTANA 
Helena 


BANA OWD 


City or State 


Kansas City 
Louisville 
New Orleans 


Baltimore 
MASSACHUSETTS 


MINNESOTA 
Minneapolis 
Saint Paul 

MIssISSsIPPI 


Kansas City 
St. Louis 


City or State 


NEBRASKA 
Omaha 
NEVADA 
New HAMPSHIRE 
New Jersey 
New Mexico 
New York 
Buffalo 
New York City 
NortH CaroLiIna 
Charlotte 
Nortu Dakota 
Cincinnati 
Cleveland 
OKLAHOMA 
Oklahoma City 
OREGON 
Portland 
PENNSYLVANIA 
Philadelphia 
Pittsburgh 


PORN ANS 
PAW ABAD 
OE 


City or State 


Ruope 
SoutH CAROLINA 
SoutH Dakota 
TENNESSEE 

Memphis 

Nashville 
TEXAS 

Dallas 

El Paso 

Houston 

San Antonio 
Utan 
Salt Lake City 
VERMONT 
VIRGINIA 

Richmond 
WASHINGTON 

Seattle 

Spokane 
WEsT VIRGINIA 
WISCONSIN 
WyomMINnG 


= 
H 
t 
Rate | Days Rate | Days Rate | Days Rate 
$ .80 $1.00 
.40 1.20 
1.60 1.40 
1.00 1.00 
1.00 
1.40 .40 
1.00 1.20 
.60 .60 
.60 .80 
1.20 .60 
.60 .60 
1.40 1.40 
1.00 .80 
-40 1.00 
.40 1.00 
1.00 .60 
.60 1.60 
1.60 1.00 
.80 1.00 
1.00 1.20 
.60 1.00 
.60 1.20 
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SPANNING THE YEARS OF 
CHICAGO’S DEVELOPMENT 


1863 & 1933 


TRONG banks are the result of and a 
factor in commercial progress. The 
development of Chicago banking began in 
the period of industrial activity immediately 
following the close of the Civil War. Thus 
this bank, which opened for business July 1, 
1863, has been a part of the life of Chicago 
throughout the period of the city’s greatest 
commercial growth. 


Today thousands of banks, firms and indi- 
viduals in the Midwest and other parts of 
the country use this bank for one or all of 
their financial needs. 


The First National 
Bank of Chicago 


Affiliated 
First Union Trust 
and Savings Bank 


BUILDING WITH CHICAGO BUSINESS SINCE 1863 
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Seven Definitions—Answers to the JOURNAL’S March Question 


The Word 


“Inflation” 


Meaning, Purpose, Experience 
INFLATION is a rise in prices 
brought about by manipulation 
of the monetary system. An 

artificial rise in prices by moderate 

methods is not easily accomplished. 

This is shown by the failure of prices 

to rise on the partial payment of the 

bonus several years ago or as a re- 
sult of the Federal Reserve easy 
money policy. 

The results of uncontrolled infla- 
tion such as might come from the 
present drain on our currency should 
that drain be met by the issuance of 
cheap money are ruinous. This is 
proved by the experience of Eu- 
ropean nations in like circumstances. 

The object of the inflationists is an 
adjustment between incomes, prices 
and debts. Our past experience 
should teach us the futility of arti- 
ficial price control. Fixed charges 
however can be reduced until such 
time as business returns to normal. 
This, I believe, is a more practical 
solution than inflation. 


How and Why Not 

] (1) RAISING the general price 
level through an increase in the 

volume of money or the expansion of 

bank credit; (2) inflating or increasing 

the general price level itself without giv- 

ing much thought as to the method. 

Inflation of bank credit is by far the 
safest method of inflation. It may be 
accomplished by: (1) lowering the Re- 
serve rediscount rate, (2) open-market 
operations. 

To most persons “inflation” means 
raising the general price level through 
reducing the buying power of money. 
This may be accomplished by: (1) 
printing more paper (fiat) money, (2) 
reducing the gold content of the dollar, 
(3) bimetalism. 
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There are safer ways to inflate prices, 
namely, by increasing the demand for 
goods and services. This can be accom- 
plished by: (1) lowering the tariff, (2) 
canceling war debts, (3) reducing arma- 
ments, (4) stabilizing currencies, (5) 
reducing taxes and (6) balancing the 
budget. 


Four Ways 


Il INFLATION is such change in 

the amount or quality of the 
currency and/or bank money as to te- 
sult in an increase in the general price 
level. 

Inflation may be brought about by a 
change in: 

(a) The amount of currency in use. 

(b) The amount of bank money in 
use. 

(c) The security behind the currency. 

(d) The security behind the bank 
money. 

“A” and “b” imply an increase in 
amount relative to the prevailing de- 
mand for such money. “C” and “d” im- 
ply a decrease in the tangible value be- 
hind the money without a correspond- 
ing contraction of the amount. “C” and 
“d” refer to quality, not quantity. Un- 
der “c” would come devaluation of the 
dollar or the partial or entire remoneti- 
zation of silver at more than the market 
value of that metal. 


Debtor Relief 


I INFLATION is an unintelligent 

and, in the light of past history, 
a most disastrous attempt to increase 
price levels by reducing the purchasing 
power of the monetary unit. 

Demand for inflation originates prin- 
cipally from debtors who want relief 
from debts. 

To achieve inflation it is proposed to: 

(a) Issue fiat paper money 

(b) Use silver as a basis of currency 

(c) Reduce the gold content of the 
monetary unit. 


Although any of these should bring 
a temporary lifting of prices and, pos- 
sibly, increased business activity, the 
eventual result would be an undermin- 
ing of the entire national credit struc- 
ture. 

Economic history of this country has 
proved that the remedy for deflated 
values does not lie in tampering with the 
gold standard, but rather by more rapid 
turnover and by increasing the use of 
credit. 


Measure 
THERE is a well-known definition 
in economics which says: 

“Value is the worth of a thing as 

compared with something else; 

Price is Value expressed in terms 

of Money.” 

Whenever we appraise things in terms 
of dollars and cents, the result is always 
a combination of two estimates; first, 
our estimate of the intrinsic worth of 
the article, which is determined by natu- 
ral supply and demand; and secondly, 
the value which we put on our money 
as determined by the quantity of it. 
When value is enhanced by reason of 
being expressed in terms of price, the 
increase produced in this manner is in- 
flation. 

Keeping in mind that money consists 
of coin, currency and individual checks, 
the practical test of when prices are in- 
flated is when more money is outstand- 
ing than business needs for trading pur- 


poses. 


Chiefly Credit 


TO many persons, inflation 

means simply more money in 
circulation. It is this form of inflation 
that is most familiar to Europeans, be- 
cause of actual experiences, and to 
Americans because of Europe’s recent 
excursions into that financial morass. 
In this country, however, inflation is 
more likely to mean an increase in the 
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volume (or velocity) of bank credit, be- 
cause most of our business is done by 
check. 

An increase in the volume of money 
or credit does not in itself constitute in- 
flation. There is not inflation if the 
increase is utilized to finance a larger 
volume of ordinary business at the exist- 
ing price level. There is inflation only 
when such increase results in a rise in 
the general price level because the in- 
crease in money or credit is not accom- 
panied by a corresponding increase in 
production and trade or is used to 
finance speculation, war or other non- 
productive enterprise. 


“Just as Good” Dollars 


V I WHY put the cart before the 
horse? Inflation of sound dol- 
lars is an effect not a cause. Printing 


more dollars, reducing their gold ex- 
change value or other such devices is 
the substitution of poor dollars for good 
ones, and defeats its purpose by destroy- 
ing the only thing which can ever pro- 
duce inflation of sound dollars—con- 
fidence. When, as and if, through the 
acts of Providence, Congress, public 
opinion, economic laws or what have 
you, we again discover that we can 
transact business with a reasonable as- 
surance of profit, then credit (the bulk 
of our money) will expand; currency, as 
well, will change hands more rapidly, 
and we shall have achieved inflation. 
Any attempt to make acceptable “just 
as good” dollars when we have available 
a superabundance of sound ones, will 
merely serve to delay the rehabilitation 
of that essential ingredient of prosper- 
ous economic life—faith. 


The New Banking Picture 


(CONTINUED FROM PAGE 13) 


been handled upon an_ emergency 
basis by emergency legislation but it 
is already apparent that it will have a 
permanent influence upon American 
banking. It has already resulted in an 
increased membership in the Federal 
Reserve System although that increase 
has not been as large as commonly re- 
ported. It has strengthened the Reserve 
System in other respects not only by 
increasing its authority but also by 
demonstrating the advantage of mem- 
bership in a period of strain. Another 
effect of the emergency situation has 
been the rather clear separation of 
banks into classes as national, state 
member and non-member banks as a 
result of the varying authority under 
which they are licensed to do business. 
Since, under the new order of things, 
each bank stands on its own feet and 
answers directly to its supervisory au- 
thority, this change will certainly prove 
an important factor during the next 
few months in the organization and 
operation of regional clearinghouses in- 
asmuch as these highly useful units are 
set up for the purpose of assuring joint 
action, especially in matters involving 
mutual support. 

How far this will affect the future 
of clearinghouse associations as a per- 
manent thing is somewhat doubtful but 
many bankers are of the opinion that 
member banks in the Reserve may be 
more closely drawn to the latter in per- 
forming clearinghouse functions than 


heretofore, but this fact in itself, of 
course, would not necessarily curtail or 
reduce the special usefulness of regional 
and other clearinghouse associations. 

The present tendency in Congress in 
the way of permanent legislation is 
moving more strongly than heretofore 
in the direction of affording more ample 
protection for depositors rather than 
providing better credit facilities for bor- 
rowers—either banks or the clients of 
banks. The first manifestation of this 
disposition has been in the numerous 
bills for various forms or degrees of 
Government guaranty of deposits. 

A second form has appeared in vari- 
ous proposals to widen the services of 
the postal savings system, particularly 
by permitting it to establish checking 
accounts and otherwise engage in a 
general banking business. Inasmuch as 
such a plan would put the Government 
into the banking business in a way that 
would weaken the banking structure of 
the country, the proposal is not likely 
to go very far, but it is indicative of 
considerable sentiment in Congress. 


New Books 


PRINCIPLES OF INVESTMENT. 
By John E. Kirshman. Published by 
McGraw-Hill, 1933. 2nd_ edition. 
Price $5.00. 

For the most part the second edition 
retains the general conception and or- 
ganization of the original work, but it 
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has been thoroughly revised in the light 
of experience of the last seven years and 
has been brought completely up to date. 

The subject matter is approached 
through the fundamental concept of in- 
come and revolves around the pivotal 
points of income, risk, and the money 
and capital markets. It is divided into 
five major parts, the economic basis of 
investment, elements of investment cred- 
it, field of investment, public and pri- 
vate obligations, and security price 
movements. 


RECENT SOCIAL TRENDS IN 
THE UNITED STATES. By Ex- 
President Hoover’s Research Com- 
mittee on Social Trends. McGraw- 
Hill, 1933. 2 volumes. Price $10.00. 
This study, which was begun in 1929 

by the Committee appointed by Presi- 

dent Hoover, does for the entire field of 
social activity what the report on “Re- 
cent Economic Changes” did for the 
field of economics. It is, as President 
Hoover pointed out, the first modern 
attempt to study simultaneously all of 
the fundamental facts underlying all 
our social problems. It will, undoubt- 
edly, fill an important place as a stand- 
ard book of reference in the fields of 
sociology and political economy. Like 

“Recent Economic Changes’, the report 

carries a 65-page summary of the Com- 

mittee’s findings and recommendations. 


BANKS AS TRUSTEES. By C. H. 
Barker. Published by Sir Isaac Pit- 
man & Sons, Ltd., London, 1933. 

In this handy volume of only 135 
pages and 25 short chapters Mr. Barker 
has done for Englishmen a task that 
waits and needs to be done by somebody 
for Americans. 

In simple, non-technical, colloquial, 
and yet elegant language always, he tells 
the story of English banks as trustees 
during the past 26 years. He explains 
fees, investment and accounting meth- 
ods. He shows engagingly and convinc- 
ingly the continuity, security, expert- 
ness, accessibility, impartiality, human 
touch, secrecy, and inexpensiveness of 
banks as trustees. 


FEDERAL TAX HANDBOOK: REV- 
ENUE ACT OF 1932. By Robert 
H. Montgomery. Published by Ron- 
ald Press, N. Y., 1932. Price $7.50. 
All unsettled questions of ambiguity, 

uncertainty and unfairness of the Fed- 
eral tax law are discussed. Treatment 
of obvious and well-settled questions 
of income tax procedure is intentionally 
brief and highly condensed. 
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Correspondence 


Sales Taxes 


“TAXATION Without Discrimination” 
is the title of an article in this issue. The 
author, Franklyn Hobbs, deals with 
present tax inequalities, and the pros 
and cons of a national sales tax. He 
writes: 


To the JOURNAL: 

More than 60 countries are said to have 
had sales taxes, but many of these were 
emergency measures and were adopted for 
limited periods. Countries now having a 
sales tax in some form include Italy, Ger- 
many, France, Belgium, Poland, Philip- 
pines, New Zealand and Canada, and there 
are numerous others. 

All of our 48 states have sales taxes on 
some things. In most of them the gasoline 
tax is the only sales tax collected. In others, 
there is a sales tax on tobacco. At present, 
Mississippi has a general sales tax as a 
substitute for some other forms of taxation, 
and Pennsylvania has a sales tax for 
emergency relief only. The sales tax is at 
this time under consideration by 19 state 
legislatures now in session, and as this is 
written, some of these states may have 
passed a bill levying a sales tax. The adop- 
tion of such a measure by several state 
legislatures in 1933 is practically certain. 

FRANKLYN Hoses. 
Chicago, Illinois. 


JOURNAL readers will find Mr. Hobbs’ 
article on page 26. 


Farm Mortgages 


“BEFORE the default—don’t wait” 
seems to be the plan they are working 
under in Wenona, Illinois, according to 
this banker: 


To the JOURNAL: 


This is written from the center of the 
Illinois corn belt and right in the midst of 
plenty—that is, plenty of everything ex- 
cept the money to pay the interest on the 
mortgage. The number of marginal farms, 
in this district of 60 miles square, are so 
few that they do not enter into the problem. 

This year, if we can possibly help it, 
there shall be no deaths by default, neither 
shall we give the patient temporary relief 
by a hypodermic of loaning him more 
money, but each farm mortgage shall be 
diagnosed on its own merits, with a double 
dose of encouragement to each patient 
thrown in. We shall not wait for the doctor 
from Washington to arrive, but shall go 
ahead and do all we can, with common 
sense home remedies and words of encour- 
agement, to put this sick patient back on 
his feet and toward the road to recovery. 
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Our prescriptions may not be strictly ortho- 
dox, but they are human, and they are hon- 
est, fair and equitable. A few examples: 

One farmer got his farm back and the 
mortgage extended four years on this basis: 
for the year’s interest on which he de- 
faulted, he was permitted to pay in shelled 
corn on the basis of 170 bushels of corn 
per $1,000 note, or a little over 2 per cent; 
next year on the same basis, and the fol- 
lowing three years at 5 per cent. Patient is 
apparently on the road to recovery. 

Another farm: after selling all the grains 
and stock, and after paying taxes, there was 
enough left to pay 3 per cent on the mort- 
gage—and the mortgage was due. All right, 
the 514 per cent interest was paid in full 
by payment of 3 per cent and mortgage 
was renewed for one year at 3 per cent. 
Another patient on the road to recovery. 

All other mortgages will be treated in 
like manner to prevent default, if possible, 
and to keep from sacrificing this tangible 
wealth. More net profit will be returned to 
the mortgage holder by keeping the farmer 
on his own mortgaged farm, even though 
he can only pay 1 or 2 per cent interest 
for a few years, than can be realized by 
taking the farm over, operating it yourself, 
and attempting to sell it within the next 
five years to satisfy the mortgage. Make 
your concession and adjustment, along with 
words of encouragement, before the default. 

E. CLARK HARTER. 

Wenona, Illinois. 


Maybe not strictly orthodox, as this 
banker says, but the methods used and 


To the JOURNAL: 


Dept. Debating and Public Discussion, 


Extension Division, 
University of Wisconsin, 
Madison, Wisconsin. 


To the JOURNAL: 


The March A.B.A. JOURNAL is certainly live. 


Kiplinger Washington Agency, 
Washington, D. C. 


To the JOURNAL: 


I hear many favorable comments on the A. B. A. JOURNAL. I think 


the praise is well deserved. 


Washington, D. C. 


There is such wide interest in all phases of banking that the Depart- 
ment of Debating and Public Discussion is at a loss to meet the demand 
for loan material on the subject in a satisfactory manner. We find the 
JOURNAL for December, 1932, and March, 1933, especially helpful in 
connection with our loan package library service in this field, and hope 
that we may receive three additional copies of each of these issues. 


his description of them are certainly 
stimulating. 


Questions 


THE JOouRNAL’s monthly question on 
some topic of national importance to 
bankers (see Page 72) and the awards 
for the most interesting answers (see 
Page 36) are bringing favorable re- 
sponses in increasing numbers. Typical: 


To the JOURNAL: 


I believe that the plan is excellent, and 
I wish to do everything that I can to stimu- 
late interest in it in Minneapolis. Would it 
be possible to place my name on a perma- 
nent mailing list to receive the question in 
advance as you plan to issue them? I 
should then be glad to undertake the re- 
sponsibility of giving the questions pub- 
licity in our local banking circles, making 
an effort to have a number of essays written. 


O. S. POWELL. 
Federal Reserve Bank, 
Minneapolis, Minnesota. 


Chiefly from the Pacific coast have 
come some letters regarding the brief 
period between publication of the ques- 
tion and receipt of JOURNAL copies, and 
the 10th of the month when answers are 
due in New York. 

The JOURNAL regrets that it will not 
be possible to extend the date for an- 
swers because of limitations imposed 
by publishing arrangements. However, 
any banker desiring to know the ques- 
tion in advance for the forthcoming 
month can obtain it by writing to the 
JOURNAL about the middle of the month 
preceding publication. 


Thank You 


ALMERE L. Scott, Director 


WILLARD M. KIPLINGER. 


H. M. BRATTER. 
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Should Banks Establish 


A New Contractual Relationship 


March 8, 1933 
To The JOURNAL: 

Out here in a cow country twenty-four 
hours from a newspaper issue, and a bank- 
ing holiday in force, we have time to read 
the American Bankers Association Journal 
and to speculate on what it’s all about and 
what will or can be done to alleviate our 
difficulties. 

The writer happens now to be in charge 
of a bank in a small town which in October, 
1931, was one of the many in this territory 
which were run out of reserve and closed 
during our epidemic of failures in this terri- 
tory. 

As the result of our experience, with the 
re-organization, re-capitalization, and re- 
opening of the institution under the waiver 
agreement limiting withdrawals to a 1 per 
cent a month basis, we believe we can 
safely say it’s an ideal way of handling simi- 
lar situations and has developed some angles 
we never thought of at the time. 

The most important is the ability to be 


Below: 


With Depositors? 


the captain of your own ship in stormy 
weather, to know what you can do and do 
it without that ever present fear that next 
week some one may start something and 
upset your equilibrium. 

Here are the results: The small amount 
of money we knew we had to pay out on 
releases was easily paid from normal col- 
lections. Any depositor whose funds are un- 
der waiver has been able to borrow on his 
deposit if absolutely necessary, and no 
worthy borrower was forced to liquidate his 
live stock on a bad market to fortify our 
cash position. New depositors feel assured 
there is no danger of runs. Everything is on 
a more stable basis, business is better and 
everyone appears satisfied. 

And last but probably the most impor- 
tant, our breeding cattle are on the ranges 
and reproducing wealth which a cow in the 
slaughter pen can not do. 

This community is and will be in better 
shape than many which sold out their bor- 
rowers at such a loss as to wipe out the 


Facsimile of a form of depositor’s agreement 
recommended in a new Iowa law, for use by 


WITH THE 


continuity and maintenance of said bank, an 


state banks and private banks 


DEPOSITOR’S AGREEMi 


I, the undersigned, a depositor of the above named bank, recognizing the unusual economic and business conditions existing ge 
preciation in the value of real estate, live stock, grain, and in all other property and commodities, and thereby recognizing the consequé 
of said bank to pay their notes to said bank under the prevailing economic conditions, and i i e 1abl 
way so that said bank and its borrowers may be. given time in which to liquidate said loans in as orderly and just a manner as possible, all of which it is 
believed will thus inure to and will ultimately bring a greater cash benefit to the undersigned and to other depositors and to the community, and desiring the 
d in consideration of similar agreements signed or to be signed by i i i 

Bank, its officers, stockholders, their heirs, executors, administrators, successors and assigns, for all deposits in said bank that I own or control, including those 
of any of my minor children, binding my heirs, executors, administrators and assigns, as follows: 
(a) To allow.......ce.eceeee per cent of all of my said deposits to remain on deposit in said bank, with the accrued interest thereon, if any, until in the opinion of 


the Board of Directors of said Bank the present economic condition sufficiently improves, but not later than three years from the date hereof, with inter- 
est thereon at the rate of 2% per annum, payable semi-annually; and 
(b) I hereby assign, transfer and set over the other................... per cent of all such deposits and accrued interest thereon, to the trustees named below, in trust, 


NT 


further recognizing the great need for assisting 


stockholders’ investment and pay the pan- 
icky depositor money he didn’t know how 
to use. 

It is one solution to the hoarding ques- 
tion. Of course, the final results remain to 
be seen, but right now the percentage of our 
depositors who feel they didn’t get a good 
break is very, very small and the majority 
are re-opening new accounts. 

I would say to bankers, “Don’t be afraid 
of freezing deposits”. Sell the depositor on 
the justice of the plan and the rest is easy. 

Just another idea, the power of the print- 
ed word will do anything. George Creel 
proved that in 1917. Why don’t we use a 
similar method to say to America, “Let’s 
Go’. That’s all we need. No reason why 15 
per cent of our trade represented by ex- 
ports should wag the whole dog. 

Sincerely yours, 
S. P. DUNCAN 
Executive Vice-President, 
Crawford State Bank 
Crawford, Nebraska. 


in every reasonable 


various other depositors, do hereby agree with said 


and hereby authorize said bank to make said transfer to said trustees of said deposits, to be used by said trustees, together with similar funds from other 
depositors, for the purchase from said bank, without recourse, of an equal amount of the active assets, or any part of any asset, now held by said bank, for 
face value less accrued interest, and real estate or other property, at cost, less any amounts heretofore charged off thereon, such assets or parts thereof so 
purchased to be selected by the Board of Directors of said Bank as being the least desirable of those now: held by said Bank; and 


During the three year period ending as provided in (a) above; it is further understood and agreed: (1) That the present stockholders guarantee that the 
transfer of said deposits to said trustees shall not relieve the stockholders from responsibility on deposits remaining in said bank; (2) That the present re- 
duced salaries of the officers of said bank shall not be increased except by consent of the trustees; (3) That all Fetuee net earnings of the Bank after the 
deduction of future net losses, if any, shall be paid annually to said trustees with a verified statement of annual income and expenses of said Bank; (4) 
That no dividend shall be paid to stockholders on the stock of this Bank. 

(d) It is further understood and agreed: (1) That no charge shall be made by the trustees for their services unless a mecting of the depositor beneficiaries shall 
hereafter so authorize; (2) That meetings of the depositor beneficiaries may be called by any trustee on ten days’ written notice, either by ordinary mail, or 
by publication of notice in a local newspaper, and at such meeting, each depositor present in person or by written proxy shall be entitled to one vote for each 
dollar contributed to the trust fund by him; and that all depositor beneficiaries and the trustees shall be bound by the majority vote of such meeting, and 

trustees may be removed and vacancies in their office filled thereby; (3) That the Trustees or their successors in trust shall have full power to represent the 

depositor beneficiaries of the trust, to collect, extend, compromise, sell, pledge, convey, or otherwise deal with said trust assets as in their judgment is for 
the best interests and protection of said depositors, and as fully, simply and completely as if said trustees personally owned the same; (4) That said trustees 
shall pay, pro rata, to said depositors all net funds coming into their hands as trustees, as soon and as often as sufficient funds accumulate; (5) That I here 
by represent and declare that I have not and will not assign any of said deposits other than as herein provided; (6) That with respect to the old deposits 
remaining in said Bank, I hereby authorizd the officers of said Bank with the consent of the trustees, to make this agreement more favorable to the depositors 
and to make special provision for individual depositors who may be in distress and need, whenever in the judgment of said officers and trustees such action 
may be deemed justified; (7) That this agreement being a vlan of reorganization under section 4 of Senate File 111 of the Acts of the 45th General Assembly 
and becoming operative Tanuary 23rd, 1933, shall be in effect only after being approved by the Superintendent of Banking and the Executive Council of 
the State of Iowa; (8) That this agreement shall not and does not affect new deposits made by me in said Bank after the signing of this agreement; (9) 
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That T hereby name, constitute and 
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Confidence 


(CONTINUED FROM PAGE 19) 


with sugar, figuratively speaking, and 
the same person will come back for 
more. 

In dealing with so personal a matter 
as how best to serve others, “preaching” 
is unavoidable, but it need not be objec- 
tionable. In order to make it pleasant 
to take, let part of the program be of 
general interest—as for example, a dis- 
cussion of some timely subject such as 
guaranty of bank deposits, or mort- 
gages vs. trust deeds, or inflation, or war 
debts. These are all subjects of interest 
to bankers and particularly to those who 
meet the public, for such subjects often 
come up for comment. If they are sand- 
wiched in with a program built around 
service, a reasonable amount of “preach- 
ing’ may be done without boring the 
members of the group. These side dis- 
cussions will do for a program on ser- 
vice what sugar does when sprinkled on 
grapefruit or salt on potatoes. They 
make a program palatable, figuratively 
speaking. 


TIMELY TOPICS 


SPECIAL occasions suggest variations 
in programs. For example, at the close 
of the December meeting of the group, 
let the chairman announce that the 
January meeting will be devoted to the 
reading of New Year’s resolutions. He 
will then request that each member of 
the group write a New Year’s resolu- 
tion setting forth what he proposes to 
do during the coming year to improve 
the service he renders his customers over 
the service he rendered them during the 
past year. On entering the January meet- 
ing, each member will deposit his reso- 
lution in a box prepared to receive it. 
None of the resolutions are to be signed. 
This makes them available for com- 
ment by the chairman and for discus- 
sion by members of the group without 
anyone’s knowing who is the author of 
any resolution that may be under dis- 
cussion. 

For a bank to have its representa- 
tives participate in the writing of New 
Year’s resolutions about its service to 
customers, has much more to commend 
it than is apparent at first glance. Be- 
fore an employee writes his New Year’s 
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resolution, he must first take an in- 
ventory of the service he has been ren- 
dering in the past. He will do so prob- 
ably for the first time in his banking 
career. He must then study his sur- 
roundings, his equipment and mechani- 
cal conveniences, and most important 
of all, he must examine himself to see if 
he has been doing all within his power 
to serve his customers courteously, sym- 
pathetically and efficiently. In all prob- 
ability this will be the first time in his 
career that he has given thought to these 
things. Having done this, he then turns 
his attention to a consideration of any 
improvement that he can make in the 
quality of service to be rendered in the 
future. By just this simple plan of hav- 
ing employees concentrate on their work, 
improvements in service are certain to 
be made all along the line. 


UTILIZING BRAIN POWER 


THE tendency is for the average em- 
ployee to follow in a well defined groove 
day after day. As a rule, with him any 
improvement in service is the result of 
stumbling on to a better way of hand- 
ling banking transactions when not 
searching for it. In other words, it 
comes to his attention unexpectedly. 
The writer has always claimed that 
banks use only 50 per cent of the brain 
power of their organization, and that if 
they used it all, their progress would 
be speeded up materially. Writing New 


Year’s resolutions is just one of many 
ways of utilizing some of the brain 
power which now lies dormant. 


LET’S BEGIN NOW 


DEVELOPMENTS in the field of fi- 
nance since the first of this year are con- 
vincing proof that there is much work 
to be done along the lines described in 
this article, and that it will take our 
banks months if not years to regain the 
complete confidence and loyalty of the 
public. That they will regain it, there 
is every assurance. The financial panics 
of 1857, 1873, 1893 and 1907 shook the 
confidence of the American people in 
banks to such an extent that it did not 
seem probable that it would ever be re- 
gained, “but in each case public confi- 
dence and loyalty were eventually re- 
stored. 

Banks cannot rest on the assurance, 
however, that confidence will be re- 
stored automatically. Banks and bank- 
ers have never before been the object 
of such widespread, undeserved, almost 
unrestricted, condemnation as exists to- 
day. Consequently, there is more work 
to be done than ever before. 

Let’s begin now by reestablishing our 
former close personal contact with every 
bank depositor, and let’s handle each 
special case individually behind the 
counter-line. It is being done successful- 
ly by certain banks; it should be done 
by all banks the country over. 


“Talk-It-Over” Meetings 


A WELL balanced program suggested by the author for these informal 
discussions, together with the time allotted for each topic, is as follows: 
(1) a—How best to serve the new depositors who call for the first 


time. 


5 minutes. 


b—How best to serve the depositor who calls to withdraw his 


balance. 
(2) Special feature. 


5 minutes. 


The history of the guaranty of deposits in the United States. By 


the Chairman. 


5 minutes. 


General discussion of the subject by members of the group. 


Discussion led by Chairman. 


a—points in favor of— 


10 minutes. 


b—points in opposition to— 


c—proposed legislation. 


(3) Miscellaneous banking problems, especially those that have to 


do with the bank’s contact with depositors. 


Chairman suggests— 


10 minutes. 


a—Prompt attention to those who approach the counter-line. 
b—How best to present a pass book or document to a cus- 


tomer. 
(4) Questions. 
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ARE YOU INTIMATELY ACQUAINTED WITH 
' THESE FELLOWS? 


TIME, Wear, and Tear—these three are right now mar- 
ring the fixtures and finishes and inner workings of the 


4 


buildings in your company’s control. Marring appear- 
ance and hampering efficiency. Cutting the earning 


power and actual value of this property. Check their 


ravaging work with Obsolescence Insurance! 

Obsolescence Insurance is a fund that you yourself 
create from the earnings of these buildings. This fund 
is then used regularly to care for up-keep. 


Elevators must receive first consideration in a pro- 
gram of building up-keep. They must look right and 
work right, for they are always in full view and forever 
in use. Otis Elevator Company, through its Moderniza- 
tion Plan and its Maintenance Service, has the eco- 
nomical solution to the elevator problem. The Otis 
Modernization Plan calls for the rejuvenation of eleva- 


tors to today’s standards of vertical transportation. The 
Maintenance Service offers the experienced hands of 
Otis men for elevator care. 

Request a free elevator survey at your local Otis 
office. This survey will acquaint you with the condition 


of elevators and show you how these two services of Otis 
can boost the earning ability of your buildings. Otis 
Elevator Company, offices in the principal cities of the 
world, or at 260 Eleventh Avenue, New York City. 
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SPRINGHELD sare DEPOSIT AND 
TRUST COMPANY 


Tuts FINE old New England Banking 
Institution founded in 1865 selects YORK 
Vault equipment for its splendid new build- 
ing. It is one of the most extensive vault 
installations in New England, comprising 
three heavy main entrances with provision 
for upwards of 8,000 
safe deposit boxes. 

Your bank, too, can 
enjoy this same skill 


It is worthy of note 


construction which embodying the most 
modern developments 


has made the name of 
and refinements can 


YORK preeminent ~ be purchased at this 


time at very advan- 


throughout the world. 
tageous prices. We sug- 


We invite you to con- es 


sult with us regarding “+ Q further details. 


your requirements. 


YORK SAFE AND LOCK CO. 


@ YORK, PENNSYLVANIA © 


MANUFACTURERS AND BUILDERS OF THE WORLD'S GREATEST VAULTS 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON — NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON. PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 


FIRE AND BURGLAR PROOF SAFES AND CHESTS 


Gyotalle YORK 
are 
_ 
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Events and Information 


New Clearinghouses 


ACTION toward organizing a larger 
number of clearinghouses among banks 
has been reported to the American 
Bankers Association from many parts 
of the country following the distribution 
of its plan proposing the transformation 
of existing county and district bankers’ 
associations into closer-knit organiza- 
tions to aid in the further working out 
of the Government’s plans for restoring 
normal banking. 

The Association’s clearinghouse pro- 
posal was made through state bankers’ 
associations in every state with the aim 
of enabling bankers to extend greater 
group “cooperation with the Govern- 
ment along such lines as may prove de- 
sirable in dealing with the problems of 
the period of banking reconstruction 
that is at hand.” It pointed out that for 
several years the Bank Management 
Commission of the Association has co- 
operated with state associations in pro- 
moting organization of both city and 
regional clearinghouses and is prepared 
to furnish complete plans for initiating, 
organizing and operating them. 

As a result, numerous requests for 
this material have come to the Associa- 
tion from bankers’ groups desiring to 
carry out the suggestion. Also a number 
of the secretaries of state bankers’ as- 
sociations report that they are pushing 
active operations to promote the increase 
in clearinghouse units. 

This proposal was along the lines of 
that being carried out in New York by 
the bankers association of that state. 


Bank Management 


A BANK management handbook for 
officers has been issued by the Bank 
Management Commission of the As- 
sociation. It is composed of the com- 
mercial bank management studies pre- 
pared by the Commission and consti- 
tutes a valuable treatise on all the vari- 
ous phases of bank administration. This 
volume contains 380 pages, is bound at- 
tractively in buckram and is completely 
indexed. It is available at $3.80 a copy 
as long as the limited supply lasts. 


WITHIN THE ASSOCIATION 


BLANK-STOLLER 


Francis H. Sisson, president of the 
American Bankers Association, has ex- 
pressed to President Roosevelt on be- 
half of the Association cordial support 
in constructive efforts to restore con- 
Mr. 
was as follows: 

“On behalf of the American Bankers 
Association I wish to offer my sincere 


ditions. Sisson’s communication 


congratulations for the courageous 
measures you have taken to stabilize 
the banking situation in the emergency 
presented and to assure you of our 
cordial support in constructive efforts 
to restore normal banking and business 
conditions. We believe your strong and 
reassuring statement to the public 
March 12 should greatly aid in the 
restoration of public confidence upon 


which recovery must be based.” 


This book deals with practical prob- 
lems confronting every banker, such as 
these: loan administration policies, 
profit and loss operations, secondary re- 
serves and security buying, unprofitable 
practices and the remedy through per 
item.and float charges, account analysis, 
duties and qualifications of executive 
bank officers, credit department organi- 


zation, personnel, bank analysis, instal- 
lation of measured service charges, 
budgeting of income and expense, ac- 
crual accounting, investment policies, 
bank operating ratios, organization and 
operation of city and regional clearing- 
house associations, credit bureaus, etc. 


THE proceedings of the eight regional 
bank management conferences that have 
been held in different sections of the 
country in the past few years are now 
available in bound form. This volume 
of 800 pages is full of experience infor- 
mation on all phases of commercial 
bank management as presented by 
bankers who are authorities in their par- 
ticular fields. A complete index makes 
it valuable as a reference book. 

A limited supply of these books is 
available at $5.40 per copy, postpaid. 


Protective 


DURING the first half of the present 
fiscal year—the six months ended Feb- 
ruary 28, 1933—investigations by the 
Association’s detective agents, under the 
direction of the Protective Department, 
resulted in the arrest of 32 forgers, 63 
bank bandits and 12 burglars, or 107 
of the 213 bank criminals apprehended 
during that period. Of these 213 prison- 
ers, 89 have already been convicted and 
placed safely apart from all banks, along 
with 101 convicts previously arrested. 


Committees and Commissions 


LEWIS E. PIERSON, chairman of the 
board of the Irving Trust Company, 
New York City, has been elected a mem- 
ber of the Executive Committee of the 
Trust Division, American Bankers As- 
sociation, for the term expiring in 1935. 


W. R. MOREHOUSE, vice-president 
of the Security-First National Bank of 
Los Angeles, has been appointed a mem- 
ber of the Commerce and Marine Com- 
mission of the Association for the term 
expiring in 1934, to fill the vacancy 
caused by the death of John R. Wash- 
burn, vice-president, Continental Illinois 
National Bank and Trust Co., Chicago. 
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By IVER C. OLSEN 


A Washington writer specializing on 
foreign banking and trade subjects, Mr. 
Olsen will be recalled by JOURNAL 
readers as the author of “Our Direct 
Investments in Foreign Markets”, which 
appeared in the June, 1932, issue 


OMING after the chastening in- 
C fluence of a distressing epoch, the 

world economic conference will en- 
joy every opportunity of becoming his- 
torically significant. Whether it will be 
celebrated as having laid the foundation 
of saner international relationships, 
however, depends upon its success in 
outlawing economic warfare. Though 
the former perils of world commerce 
have been reduced to a minimum by 
modern man’s ingenuity, and though 
facilities of every description have been 
created to insure an unobstructed flow 
of trade between nations, the exporter 
of the present day is a most dejected 
individual. 

He points, first of all, to the active 
tariff warfare that is being waged 
throughout the world. One nation’s 
tariff thrusts are promptly answered by 
retaliations on the part of the offended 
country, with the result that the pyra- 
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miding of tariff restrictions apparently 
has no ending. This tariff mania, it is 
complained, came into vogue when 
many countries decided, as one, that 
economic “security” could be attained 
by increasing exports sharply and re- 
ducing imports drastically. This was to 
be accomplished by producing within 
their boundaries that which heretofore 
had to be imported. 


AND— 


IT might have worked if all the coun- 
tries had not, in panic, chanced upon 
that formula at the same time. As might 
be expected, the results of the home 
production plan were poor, but a pro- 
hibitive tariff was promptly decreed to 
protect these stumbling enterprises. 
Further, the program of increased ex- 
ports had little hope of materializing 
when neighboring countries were Zeal- 
ously striving to pare down their own 


Air-view of the docks at Liverpool, England 


World Trade Restrictions 


NESMITH 


volume of imports. Finally, many of 
the countries discovered that foreign ex- 
porters were amazingly alert in detect- 
ing flaws in their tariff legislation. 

At this stage were introduced 20th 
Century contrivances known as the “im- 
port quota” and the “import licensing 
system”. These devices would appear, 
in the eyes of the layman, to correct any 
generosity or favoritism inadvertently 
accorded under a trade-stifling tariff 
law. Apparently, they save a lot of 
tariff tinkering and, being extolled as 
“emergency measures’, perhaps steer 
clear of considerable wrangling regard- 
ing a possible transgression of the hal- 
lowed “‘most favored nation agreement”. 

Anyway, great is the dismay of our 
Washington apple grower who is in- 
formed, upon the arrival of his shipment 
of apples abroad, that the “quota” on 
apples is exhausted. No one knows how 
the quota (CONTINUED ON PAGE 56) 


The World Economic Conference need not tax itself to convince a 

nationalistic world that economic warfare defeats its purposes. 

There may be instances in which the imports of a particular coun- 

try may be reduced along certain lines, but there is no device 

under the sun that could be initiated to provide all countries with 
an export balance in their favor.—The Author. 
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“Adjust Quickly -- Pay Promptly” 


In 37 years the U.S.F. &G. has 


never wavered from that policy 


“ ITHIN AN HOUR of the robbery a representative of your 

Company was on the ground”... . “I should like to ex- 
press my appreciation for the promptness with which the loss 
which we suffered through a bank robbery on September 29 was 
paid” .... “We were very much pleased with the prompt settle- 
ment you made of our loss covered by your hold-up policy.” 


These are typical extracts from the hundreds of letters which 
have come to the U. S. F. & G., expressing thanks for the facility 
with which adjustments and settlements have been made in times 
of need. 


Since 1896 the U. S. F. & G. has promptly paid out 
$290,000,000 in claims and adjustment expenses. Today that rec- 
ord stands as a demonstration that, should you have a claim, you 


get a quick, fair settlement if you are insured or bonded by the 
U. S. F. & G. and the F. & G. Fire. 


These Local-Agency-Minded Com- Ly: - Unexcelled service on all casualty, 
panies originated the slogan, AAS P re surety, fire, automobile and inland 

d marine lines through 11,000 
Agencies and branch offices in the 
you would your Doctoror Lawyer.” ars United States and Canada. 


United States Fidelity & Guaranty Co. 


with which is affiliated 


. « Fidelity & Guaranty Fire Corporation ... 


“Consult your Agent or Broker as 


HOME OFFICES: BALTIMORE, MD. 


| 
| 
| 
| 
| 
| 


— 45 
= 
a 
: | 
j 
| 
| 
| 
| 


AMERICAN 


BANKERS ASSOCIATION 


TRANSFER 


... that’s only one of 


the things we do by 


POSTAL TELEGRAPH!” 


A.most any banker can reel off half a 
dozen kinds of work that he handles by 
telegraph. Transfers of funds, credit in- 
vestigations, collection work, messages to 
correspondent banks, and so on. 

All of them are jobs where speed... 
lightning speed...is important. In all of 
them accuracy to the letter is vital. All are 
jobs that call for the last word in de- 
pendability. These are the things Postal 
Telegraph stands for. 

Postal Telegraph enables you to reach 
the man you want to reach with exactly 
the message you want to reach him, in a 
matter of mere minutes. It gives you quick 
contact with 80,000 places in the United 
States and Canada, handling each message 


with the skill that goes with fifty years of 
experience and the efficiency of an organ- 
ization whose sole aim is to see every 
message through. 

Use Postal Telegraph not only for your 
own work, but to speed the services you 
offer your commercial customers, and those 
you perform for correspondent banks. 


Postal Telegraph is the only American telegraph 
company that offers a world-wide service of co- 
ordinated telegraph, cable and radio communica- 
tions under a single management. Through the 
great International System of which Postal Tele- 
graph is a part, it reaches Europe, Asia, The 
Orient over Commercial Cables; Central America, 
South America and the West Indies over All Amer- 
ica Cables; and ships at sea via Mackay Radio. 


Postal Telegraph ties 
the world to the 
banker’s desk through 
perfectly coordinated 
telegraph, cable and 
radio facilities. 
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Postal Telegraph 


Supplementary Services 


Air Express Pick-up and Delivery 
Air Travel Reservations 
Bus Express Pick-up and Delivery 
Bus Travel Reservations 
Errands and Package Delivery 
Gift and Purchase Service 
Marine Reports 
Money Order Service 
Personal Service Bureau 
Theatre Ticket Service 
Transmission of Photograms 


Telegrams Direct from the 
Highways via Standard Oil and 
Colonic! Beacon Gas Stations 


oy 


THE INTERNATIONAL SYSTEM 


Postal Telegraph 


Commercial 
Cables 


‘Mackay Radio 
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The Condition of BUSINESS 


HE most important change in the condition of 

business has really occurred outside of business 

itself. It was the coming into power of a new uni- 
fied national Government that brought into play a 
unity of practical political motive that, in the nature 
of things, was utterly lacking in the previous Govern- 
ment in which the executive branch was of one party 
and the legislative branch was of another subject to 
irreconcilably opposite political ambitions. Further- 
more, the legislative branch in itself was broken up 
into a chaos of blocs subservient to powerfully organ- 
ized minorities with motives that were in conflict with 
the national welfare. 

It is doubtless fair to believe that business and 
finance would not have been brought to the low levels 
and demoralized state of the past year if there had 
existed the complete unity of political motive in the 
Government, whatever party happened to have been 
in power, that now prevails. It is also doubtless safe 
to say that no improvement in business would be pos- 
sible even now if there had not occurred the cure in 
the political economy of the nation that took place on 
March 4, which witnessed the abrupt and complete 
termination of ruthless political conflict for the first 
time since the depression began. 

On these viewpoints is based the statement that the 
most important change in the condition of business 
has occurred outside of business itself. From this 
amended political situation has begun to flow into 
business a stream of strengthening elements the lack 
of which previously was probably more to blame for 
the continuance of financial and business depression 
than any continued increase in the weaknesses of the 
actual business and financial structures themselves. 


IMPROVEMENT CAN NOW TAKE PLACE 


IT is therefore safe to indulge in a business prophecy. 
It is to the effect that, since business and finance have 
been definitely relieved for the time being from the 
shocks of partisan political controversy and action, 
a definite and substantial improvement in business 
can now take place. 

The foregoing and what follows are based on a 
wholly objective conception of the facts and methods 
of popular politics as business factors, with no bias 
or reference to partisan sentiment or individual sym- 
pathies. 

The results obtained by the new Administration in 
the first week alone of its untrammelled and unified 
authority give numerous concrete examples of the fact 
that effective political remedies have long been really 
available, but unapplied, to the pressing needs of the 
economic situation. Foremost was the matter of bal- 
ancing the Federal budget. Ways to do so had been in 


full view for many months and several meritorious 
plans of tax reform and reduction of Government ex- 
penditures were proposed, but the clash of partisan 
forces rendered them impracticable of realization. 

The economic repercussions of the delay kept a 
repressive weight of growing taxation upon business 
with no assurance of relief in sight. They exerted an 
undermining of domestic and world confidence in the 
ultimate financial position of the United States and 
created fears that unsound currency methods would be 
resorted to. Particularly serious were the effects upon 
the banks of the increased public debt resulting from 
the deficits caused by the unbalanced budget. The 
burden of financing Government debt ultimately fell 
upon the banks and grew to so great an extent as to 
impair seriously the liquidity of the financial structure 
at a moment when public panic was to put it to the 
greatest test of all time. 


RETROSPECTIVE 


PRESIDENT Roosevelt made a distinct point of this 
in his economy bill message when he declared that 
the accumulating budget deficits had “contributed to 
the recent collapse of the banking structure.” 

He added, also, that the deficits had “accentuated 
stagnation in the economic life of the people and 
added to the ranks of the unemployed.” The President 
focussed the light on the source of this factor of busi- 
ness depression when he said that, following three 
years of deficits aggregating over $4,000,000,000, the 
deficit “for the fiscal year 1934, based on the appropri- 
ation bills passed by the last Congress and the esti- 
mated revenues, will probably exceed $1,000,000,000 
unless immediate action is taken.” 

With the breakdown of the nation’s economic life 
thus ascribed to the preceding political conditions, 
equally clear, therefore, appears the reason to hope 
for better business now that these hampering condi- 
tions have been removed and authority and responsi- 
bility have been placed upon a unified command. 

It is hopeful, also, that a somewhat better view of 
the banking situation is beginning to appear as pos- 
sible. Admitting the worst that can be fairly said about 
certain banking practices of recent years does not pre- 
clude also pointing out that political acts and occur- 
rences from time to time contributed to the growth 
of public distrust of all banks to the unwarranted ex- 
tremes that developed. So long as campaign and post- 
campaign speeches and statements from political 
sources and public officials found it in order to de- 
nounce banking and bankers in ways that made it 
impossible for the people to discriminate between the 
worst and the best, anything like a consistent improve- 
ment was impossible. (CONTINUED ON NEXT PAGE) 


47 


i 
& 


48 


However, in his radio address on the 
evening of March 12, the President said 
that while some “bankers had shown 
themselves incompetent or dishonest .. . 
this was not true in the vast majority 
of our banks.” The italicized words in 
this statement gave a forcible and sweep- 
ing emphasis to a wholesome fact that 
has been wholly true at every period of 
the depression and at every stage of the 
discussion of the banking situation. Its 
enunciation in this way from a high 
source was just as essential a factor in 
restoring public confidence in banking 
as formal legislation and restrictions 
would be. 


OUT OF PROPORTION 


IT is not impossible to believe that 
if the nation had been fortunate enough 
to have had a workable political unity 
dominating the Government during the 
past three years, under whatever party 
name, effective corrections in banking 
could have been carried out and the 
successive occurrences, such as publica- 
tion of R. F. C. loans, that caused weak- 
ened public confidence in the banks un- 
til it became the major factor in their 
difficulties, could have been avoided. As 
it is, it seems that far more than the 
truly blameworthy are destined to suf- 
fer undeserved misfortunes. The bank- 
ing crisis, in other words, increased far 
out of proportion to any conditions 
that actually existed within banking 
itself. 

All told, a great return of public con- 
fidence not only in banking but in gen- 
eral business and in the Government 
was the outstanding aspect of the busi- 
ness situation at the middle of March 
when this review was closed. Promise 
of sound public finance, prospects of a 
reduction of the tax burden upon pro- 
ductive enterprise and similar essential 
components of a healthy economic con- 
dition and period of recovery were pro- 
duced in ample measure during the first 
week of the new Administration. 

These developments comprised the 
bulk of the condition of business and 
leave little to be discussed outside of 
themselves. The extensive suspension of 
ordinary business activities during the 
banking holiday rob the statistics of the 
period of their comparative significance, 
and too short a time had elapsed to give 
any accurate measure of the ultimate 
effectiveness of the sweeping program of 
reconstruction that had been set in mo- 
tion. However, it is ventured to repeat 
the prophecy made above, to the effect 
that the long hoped-for, and over-long 
delayed, turn toward better times is now 
possible and probable. 
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Recently— 


(CONTINUED FROM PAGE 9) 


same day, to get the names of all who 
had withdrawn gold since February 1. 

A record for executive and legislative 
action was made on Thursday, March 
9, when Congress passed and the Presi- 
dent signed within 814 hours an emer- 
gency bank bill designed to reopen sound 
banks and to provide for reorganizing 
others. The bill provided (1) for the 
issuance of new Federal Reserve bank 
notes for the period of the emergency, 
(2) for a continuance of the President’s 
wartime powers in respect to gold hoard- 
ing and export and (3) for the ex- 
tension of such Presidential powers over 
national banks as may be necessary. 

Either frightened by threats of pub- 
licity and penalty, or because their con- 
fidence was restored, gold hoarders com- 
menced to return the metal to the 
banks. One day’s receipts in New York 
were placed at $30,000,000. 

Under the new law it became neces- 
sary for Reserve member banks to ob- 
tain permission from the Treasury to 
reopen, with permission in the case of 
non-member banks to be obtained from 
their respective state superintendents. 
License applications were received im- 


UNDERWOOD & UNDERWOOD 


Producing new currency in the Bureau 
of Printing and Engraving 


mediately from banks seeking to reopen 
on Monday, March 13. Meanwhile, on 
Saturday, March 11, the first step in 
the direction of actual reopenings was 
taken when the 12 Reserve banks recom- 
menced business. 

On March 11 President Roosevelt an- 
nounced that member banks in Reserve 
cities would be permitted to reopen on 
Monday, March 13; that the banks in 
clearinghouse cities—of which there are 
some 250—would be permitted to re- 
open on Tuesday, and that on Wednes- 
day and thereafter other banks in sound 
condition could reopen. 


THE CRISIS PASSES 


MONDAY, March 13, may be said to 
have marked the definite emergence 
from the crisis which had begun a 
month earlier. Not only did the first 
group of banks under the Roosevelt 
schedule open their doors for business, 
but it was announced that the Govern- 
ment’s March 15 financing, amounting 
to $800,000,000, which had been one of 
the most serious of the problems, had 
been over-subscribed. 

Fred I. Kent was placed in charge of 
the foreign exchange market as dictator, 
by the New York Reserve Bank. When 
the exchange market reopened, the dol- 
lar showed a rise for the period of 4 
cents in terms of the pound sterling. 
The New York Stock Exchange lifted 
restrictions to the extent of permitting 
trading in Government bonds, which 
promptly rose 1 to 3 points. 

On Wednesday, March 15, the 
Stock Exchange removed all restrictions 
on trading. Leading stocks opened 
higher, and continued to rise throughout 
the day, gains ranging from 1 to 5 points 
or more. 

Two other steps by President Roose- 
velt that aided materially in restoring 
confidence were his proposal for sweep- 
ing reductions in the budget, enacted by 
the House on March 10 and by the 
Senate on March 15 and his proposal 
for modification of the Volstead Law. 


OTHER BANKING NEWS 


LEON FRASER, Boston lawyer and 
second American representative on the 
directorate of the Bank for Interna- 
tional Settlements, was unanimously 
named by his colleagues on February 
14 to succeed Gates W. McGarrah as 
president and chairman when the latter 
retires in May. 
Charles E. Mitchell, chairman of the 
National City Bank, and Hugh B. 
Baker, president of the National City 
Company, handed in their resignations 
on February 26 following their testi- 
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mony before the Senate Banking Com- 
mittee. James H. Perkins, president of 
the City Bank Farmers Trust Com- 
pany, was named to succeed Mr. 
Mitchell. On March 6 it was announced 
by the National City that it would 
divorce its security affiliate, the Na- 
tional City Company. 

A day later, Winthrop W. Aldrich, 
head of the Chase National Bank, an- 
nounced that that institution had com- 
pleted plans for cutting loose its two 
security affiliates, Chase Securities Cor- 
poration and Chase Harris Forbes Cor- 
poration. At the same time Mr. Aldrich 
demanded that the separatist move- 
ment be carried to its logical conclusion 
and that the private banks give up their 
function of receiving deposits. 


THE CABINET 


PRESIDENT ROOSEVELT had com- 
pleted the naming of his “official fam- 
ily’ a week before his inauguration 
with the naming of Senator Thomas J. 
Walsh of Montana as Attorney Gen- 
eral, Daniel C. Roper as Secretary of 
Commerce, and Frances Perkins, head 
of the New York State Labor Depart- 
ment, as Secretary of Labor. The other 
members, previously named, are Wil- 


liam H. Woodin, Secretary of the Trea- | 
sury; Cordell Hull, Secretary of State; | 


George H. Dern of Utah, Secretary of 
War; Henry A. Wallace of Des Moines, 
Secretary of Agriculture; James A. 
Farley of New York, Postmaster Gen- 
eral; Senator Claude R. Swanson of 
Virginia, Secretary of the Navy; and 
Harold Ickes, of Chicago, Secretary of 
the Interior. 

Two days after it was announced 
that he had been named Attorney Gen- 
eral, Senator Walsh died suddenly of 
heart disease. Homer S. Cummings of 
Connecticut, who is believed to be slated 


for the post of Governor General of the | 
Philippines, was appointed acting At- | 


torney General. 


ABROAD 


THE committee of international bank- 
ers which had been considering the ex- 
tension of the German short-term credit 
agreed in principle, February 15, to 
prolong it for another year. Interest 
rates were reduced fractionally, and 
Germany agreed to reduce the amount 
of the credit by 5 per cent. 

Following a campaign that was 
marked by much violence and the use of 
force by the Nazi organization, the 
Hitler bloc won a majority in the Ger- 
man election of Sunday, March 5. The 
National Socialists captured 288 seats 
and the Nationalists 53, a total of 341, 
or 52 per cent. : 
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How the Diebold 
Eight Point Plan 


Proteets You ... 


@ Your vault is the bandits’ goal. Here is the big money loss 
to your bank and to the insurance company. The vault is 
always open in the daytime. The reserve chests are easy to 
reach. Your reserves are exposed to the bandits unless you 
can prevent the bandits from reaching the reserve chests. 


Tue Diebold Eight Point Plan of bank hold-up protection places 
a bullet-proof BANDIT TRAP between your reserve vault and the 
bandits. Only one person at a time can enter the reserve vault. 
Back of the Bandit Trap you are safe and can control all hold-up 
defenses. It stops the bandits! 


@ The Bandit Trap is an answer to only one hold-up problem. 
There are eight ways your bank can be held up: 

1 Back of Cage Hold-up 

2 Early Morning Hold-up 

3 Daytime Vault Reserve Chest Hold-up 
4 Employees Locked in Vault Hold-up 


5 Safe Deposit Vault Hold-up 
6 Night Kidnapping Hold-up 
7 Lobby Hold-up 

8 Single Teller Hold-up 


@ Let us analyze the attacks to which you are exposed. One weak 
spot leaves you wide open for the bandits. The Diebold Eight Point 
Plan offers protection for all of the eight attacks. Investigate 
without obligation. 


@ Long known as the leading bank vault manufac- 
turer Diebold offers complete protection for records, 
money and wealth from fire, burglary and banditry. 


This emblem marks the banks 
that handle money and secur- 
ities beyond the bandits’ reach. 


DIEBOLD SAFE & LOCK CO.—Bank Protection Division—Canton, Ohio. 
() Please send details about your Bandit Trap. 
() Please send full details about your Eight Point Plan. 


Bank Officer 


DIEBOLD 


SAFE & LOCK C@O., Canton, O. 


Over Seventy Years of Protection Service 


City. 


RESERVE 
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without Discrimination 


(CONTINUED FROM PAGE 27) 


wars and rebellions. Unequal taxation is 
probably the greatest individual cause 
of unrest in the world today. Equaliza- 
tion of taxation would iron out many of 
our financial, commercial and social dif- 
ficulties. 

Absolute equality of taxation is not 
only feasible but desirable. It would be 
a comparatively simple matter to re- 
arrange our whole tax structure to lay 
the tax burden fairly upon all. And in 
this re-arrangement, tax evasion would 
automatically be reduced almost to the 
vanishing point. 


DISCRIMINATION? 


WERE it necessary to emphasize the 
need of a more equitable distribution 
of the tax load, we need only set up a 
statement of taxes paid on motor cars 
to satisfy anyone of the present inex- 
cusable discrimination against a single 
industry and a single article of common 
consumption. The motor car industry 
is a tremendous activity, and the total 
of its taxes would naturally represent 
a large figure. It is unlikely, however, 
that any accountant, business analyst, 
or logician, would even attempt to show 
that this one industry and this one ar- 
ticle of commerce should be required 
to pay 10 per cent of the entire tax load 
of the nation, the states, counties, cities 
and towns, and the parks, drainage 
districts and schools. Today, the motor 
car is carrying 10 per cent of this coun- 
try’s tax load and, because you bought 
the motor car, you are paying your 
proportionate share. On most of the 
other 90 per cent, someone is paying too 
much and someone is getting by with- 
out paying his fair share. The motor 
car is a good example of an ideal form 
of taxation—ideal because probably 95 
per cent of the population ride in motor 
cars sometimes, and because the bulk 
of the taxes assessed against motor cars 
is assessed directly against the consum- 
ers or users when they pay the state 
license fees and the city vehicle taxes, 
or when they buy gasoline or oil. 

The whole tax bill of the American 
people for 1932 was something over 
$13,000,000,000. Motor cars accounted 
for more than $1,300,000,000 of this 
amount, almost half being collected as 
a tax on gasoline. This gasoline tax item 
is vastly larger than the personal income 


tax collected by the Federal government. 
It is fairer than the income tax and, 
were it not out of proper proportion in 
the tax structure, it could be approved 
as just and equitable. It remains to be 
shown, however, why one should pay a 
tax on gasoline averaging more than 33 
per cent on every gallon sold in the 
United States and no tax whatever on 
coal or fuel oil, and then should pay a 
sales tax on electricity used for heating 
and cooking. One kind of fuel is taxed 
33 per cent, another is taxed 3 per cent, 
and still another is wholly free of such 
tax. 

It is impossible to create a thrifty 
nation by taxing thrift. The accumula- 
tion of wealth is necessary to the devel- 
opment and growth of a country, and 
we find it greatest where we find the 
best living conditions for all people. In 
no other country in the world do those 
who toil with their hands enjoy the 
comforts which are within the reach of 
every working man in this country who 
has a job. He might have the job in 
some other country, but he would not 
have the automobile, radio, victrola, gas 
range, bathtub, or telephone. 


SPREADING THE TAX LOAD 


WHEN we leave off taxing thrift, when 
we discontinue taxing investments, and 
when we spread the tax load equally 
among the spenders, then we will make 
America a place of equal opportunity 
for all. And when this comes about, the 
millionaire with his town house, sum- 
mer home, winter home, motor cars, 
racing stables and yachts, will be un- 
able to avoid paying his fair share of 
the tax bill, even if he should desire to 
do so. The political appointee or em- 
ployee of a state, county or city will 
find himself bearing his share. The 
crook, who makes his thousands or mil- 
lions through some illegal act or busi- 
ness, will not enjoy his ill-gotten gains 
without assuming his share of the tax 
bill. 

Many crocodile tears have been shed 
over the idea of laying the burden of a 
consumption tax on the shoulders of 
the poor working man. This same poor 
working man has recently been con- 
tributing out of his year’s earnings not 
less than 15 per cent in any one year, 
and probably more than 25 per cent 


WIDE WoRLD 


SALES TAX INSTEAD OF TAX SALES 


Regarding Mississippi’s retail 
sales, or consumer’s tax, Gov- 
ernor Sennett Conner of Mis- 
sissippi said in an address: 
“., . our people believe the 
sales tax, by decreasing the 
weight of an ancient and 
broken down property tax 
system, will permit the ex- 
emption of the homestead 
from taxation, and will en- 
courage the development of 
our resources and put our idle 
lands to work. They want the 
sales tax toreplacetaxsales...” 


last year, to the nation’s tax bill. It is 
perfectly safe to assume that 15 cents 
out of every dollar which the working 
man earns goes to pay his own or some 
other person’s taxes. It is difficult to 
understand why he should object to a 
retail sales, or transaction, tax of 5 or 
even 10 per cent. Surely he would save 
money by the change, as it would not 
be necessary to collect $13,000,000,000 
in this manner, even if no other form of 
tax were imposed by any governmental 
unit upon any citizen. 

Through the elimination of our vast 
and complicated tax levying and tax 
collecting machinery, a conservative es- 
timate based upon a careful study in- 
dicates that a saving of more than $3,- 
000,000,000, and possibly $5,000,000,- 
000, annually, could be effected. 

Unthinking people, assisted by those 
with an ax to grind, have fought the 
idea of a sales tax since the uproar 
caused by the Corn Laws of England. 
The Corn Laws of England bear no 
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more relation to the retail sales tax idea 
than a dog bears to a dogfish. 

Harking back to the Corn Laws of 
England, and dubbing the sales tax a 
consumption tax is merely one method 
of muddying the waters. When 47 other 
states and the Federal Government 
awake to what is going on in Mississippi, 
they will discover that no one who is 


informed is fighting the retail sales tax | 


today, except the man whose job and 
income depends upon a continuation of 
the present unwieldy taxing methods, 
and the politician who lacks the courage 
to align himself on the side of real 
economy in government. 


REAL ESTATE 


REAL estate taxes have become so 
burdensome that the farmer and the 
individual home owner are unable to 
carry on. Relief must be had, and it 
must be had promptly. Personal prop- 
erty taxes as assessed would ruin any 
individual or concern that filed a com- 


plete schedule and paid it. Income tax | 


evasion is common, and frequently goes 


unpunished. Subterfuges of every kind | 


are resorted to in order to avoid pay- 


ment. The result is that the great burden | 


falls upon real estate, which cannot be 
hidden. 
INCOMES 

INCOME taxes are dwindling and are 
becoming a less important part of the 
Federal income. Through such taxation, 
there is no hope that we shall ever be 
able to pay off our national debt. In 
campaigns against imported goods, we 
are on our way to wiping out income 
received from the customs, now amount- 
ing to $250,000,000 a year. Nuisance 
taxes applied here and there at the be- 
hest of some individual produce some 
revenue and injure some businesses. No 


man can say honestly that automobiles | 
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ought to be taxed 3 per cent, tires 10 | 
per cent and gasoline 33 per cent. Noth- | 


ing can justify such discrimination. 


INEQUALITIES 
AT PRESENT, all taxation is discrimi- 


nation. It is not unusual to find two | 


identical houses side by side, the one 


taxed twice as heavily as the other. If | 
this discrimination is the result of an er- | 
tor, then we must find a taxing system | 


which will preclude such errors. Those 
who have heard the violent language of 
a man who has just received his annual 


tax bill should stand around a gasoline | 


station and see how motorists pay the 
highest tax ever assessed, and pay it 
without “batting an eye.” This gasoline 
tax is a pure retail sales tax, paid by 
consumers at the time they buy the 
goods. This is the kind of a tax which 


EGRAL PART 


The First Wisconsin is an integral part of 


Wisconsin‘s financial picture. It is the 


largest bank in the state. It has contrib- 


uted importantly to the economic devel- 


opment of Milwaukee and Wisconsin for 


more than 79 years. The First Wisconsin 


is conservatively managed, backed 


by sound resources. Major unit of the 


Wisconsin Bankshares Group. Serving 


other banks, business firms and individu- 


als helpfully, efficiently and dependably. 


FIRST WISCONSIN 
NATIONAL BANK 


OF MILWAUKEE 


Unit of Wisconsin Bankshares Group 
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INCOME 


and Income down 


Property Owners welcome 
the substantial saving 
offered by Mutual Fire Insurance 


T was never easy to manage property 

successfully. Today it is harder than 
ever, with taxes higher—rents lower— 
collections difficult and refinancing a 
problem. In this situation there is one 
sensible, sound economy available to 
any property owner anywhere —the 
saving offered by mutual fire insurance. 

This saving has been familiar and 
helpful to hundreds of thousands of 
property owners for many years—yet it 
is now attracting additional 
thousands every month. 

Today over 37 billion 
dollars worth of American 
property is protected against 
fire under mutual policies. 
Owners mutually insured save 
a total of over $60,000,000 
a year. 

Seventy-five leading, legal 
reserve companies make up 


This Sealidentifiesa member 
company of The Federa- 
tion of Mutual Fire Insur- 
ance Companies and the 
American Mutual Alliance. 


the Federation of Mutual Fire Insur- 
ance Companies. These sound, well 
financed organizations with an average 
corporate age of fifty years, are qualified 
to furnish you protection and service at 
the lowest possible cost. 

In the past three years these com- 
panies have returned over $43,000,000 
in dividends, The individual policy- 
holder has received a substantial 
part of his premium—a net saving 
since mutual premium rates 
are in general no higher than 
those of other first grade, 
legal reserve companies. 

If you are interested in re- 
ducing your overhead costs, 
write today for a list of Fed- 
eration companies and an 
explanation of the benefits 
available to you through 
mutual insurance. 


MUTUAL FIRE INSURANCE 


An American Institution 
WRITE FOR THIS BOOKLET 


Federation of Mutual Fire Insurance Companies, 


— 230 North Michigan Avenue, Chicago, Illinois. 


Gentlemen: Kindly send me a list of Federation companies—also a full explana- 
tion of the operation and benefits of mutual fire insurance. 


Name 


THE MUTUAL PLAN HAS OPERATED SUCCESSFULLY FOR 180 YEARS 


the state of Mississippi is collecting on 
merchandise sold at retail, and the kind 
of a tax which has made it possible to 
defray the expense of government in the 
Philippine Islands where homes on 
which taxes could be levied are mostly 
thatched shelters. It is the kind of a tax 
which 50 countries and more have suc- 
cessfully levied, and toward which we 
are headed because there is no direction 
in which to go. And, after we have levied 
a national retail sales tax and redis- 
tributed a certain portion of the revenue 
to the several states in which it was col- 
lected, and when those states have re- 
distributed a proper share to the several 
counties, then we will have lifted the 
tax burden from farm and homestead, 
and will have placed it where it properly 
belongs—i.e., on the spent dollar and 
not on the saved dollar. No nation ever 
grew great through penalizing thrift. 


Interest Rates 
Decline 


(CONTINUED FROM PAGE 25) 

| sponded to the latest questionnaire as 
ito the effect the lowering of interest 
rates has had upon the volume of de- 
posits. Of this number only 25 reported 
decreased deposits and 16 of the 25 
reported “slight decreases.” Some cities 
report that the deposits decrease when 
the interest paid by the banks is lower 
than that paid by United States securi- 
ties—certainly a close application of 
general money market conditions to lo- 
cal banking. 

Fifteen communities out of 95 report- 
ing indicated slight decreases in de- 
posits as a result of the requirement for 
a minimum balance, but comments at- 
tached to some of the replies were that 
the decreases were due to the elimina- 
tion of unprofitable accounts. In only 
three out of 73 cases where reserves 
were deducted before calculating inter- 
est were deposits adversely affected— 
two banks reported “slightly”, one “yes”. 


PUBLIC UNDERSTANDING 


UNDOUBTEDLY the readiness on the 
part of depositors to accept the 
change—or rather to return to the 
earlier order of things in banking—is 


due to a growing understanding of the 
principles of sound banking and the 
necessities which the banks of the coun- 
try face in present financial conditions. 
This understanding is partly the result 
of an educational campaign carried on 
by bankers themselves and partly the re- 
sult of independent thought on the part 
of depositors. The fact that depositors 
have concurred in these reductions is 
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ample proof that they have come to 
realize that safety for their deposits is 
of far greater importance than imme- 
diate interest returns. 

They also are coming to appreciate 
the fact that, considered in a large way, 
.the reduction in interest rates merely re- 
flects the reduction in earnings from de- 
posits. As the volume of business and 
the opportunities for safe and profitable 
investment of bank funds have de- 
creased since 1929 it has been inevitable 
that the cost of such funds must be re- 
duced accordingly—a reduction in the 
cost of doing business in banking com- 
parable to the reduction necessary in 
every other line of business. The infla- 
tion of the 1927-1929 period in com- 
merce, industry and finance led to an 
inflation of interest rates. Deflation is 
as necessary in the latter case as it has 
been in the former. 

Banks and depositors are coming to 
realize that the price which a bank pays 
for deposits must be at all times sub- 
stantially less than the prevailing yield 
on safe investments. 


Forthcoming 


Federal Issues 


(CONTINUED FROM PAGE 16) 

rowings by the Washington Government. 

Commencing with 1932, quarterly ad- 
justments were made by short-term is- 
sues. Between June 30, 1930, and March 
1, 1933, Treasury notes—the inter- 
mediate form of Government credit— 
increased from $1,626,115,500 to $3,- 
352,048,200; certificates of indebtedness, 
next in length of term, increased from 
$1,264,354,500 to $2,013,171,900; and 
Treasury bills, usually 90-day financing, 
later merged into certificates or Treas- 
ury notes when conditions permit, in- 
creased from $155,916,000 to $640,- 
685,000. These short-term issues repre- 
sent an increase from $3,046,386,000 to 
$6,005,905,100—or, $2,959,519, 100. 

Having attained the high credit rat- 
ing represented by 3 per cent bonds, the 
Treasury has not been willing to renew 
long-term financing at the much higher 
figures, indicated by the fact that these 
3 per cent bonds have not reached par 
since soon after their issue, and ranged 
as low as 82.8 in last year’s trading. Nor 
has the success of the recent refunding 
of British war issues at lower rates in- 
creased the Treasury’s disposition ‘to 


pay higher rates. Nevertheless, it faces 


a situation and not a theory. 

The first obstacle of long-term finan- 
cing is the presence of the immense vol- 
ume of short-term Government obliga- 


Your logical 


York 


Correspondent 


This bank is the New York City 
member of the Marine Midland 
Group of banks. Thus we have been 
able to work far more closely with 
the 21 other “up-state” banks in 
the Group than would ordinarily 


be possible. 


Doesn’t this added experience 
suggest the possibility of extra ser- 
vice and an extra insight into your 


needs in New York City? 


THE MARINE MIDLAND 
TRUST COMPANY 


120 BROADWAY NEW YORK CITY 
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control 


of business 


At low cost the executive can tighten 
his control of affairs, can keep in touch 
with distant offices, markets, custom- 
ers. He does it by Long Distance tele- 
phone service. (Atlanta to Chicago, 
$2.35). 

Value delivered was never so high. 
Calls are put through more quickly, 
quality of transmission is the smooth- 
est, rates are at their low. (New York 
to Boston, $1.00). 

Your business can profitably use 
Long Distance more. Use it as a means 
of control. Use it as a selling tool — 
it is selling everything from stocks 
and bonds to coal. (Detroit to Cleve- 
land 60c). 


tions in the market. These loans have 
the merit of extreme liquidity, although 
of slight earning power on an average. 
It is probable that, if a considerable por- 
tion of the short-term obligations were 
retired, much of the money so invested 
would go into long-term bonds, but the. 
wide disparity between earnings of the 
short- and long-term obligations indi- 
cates that it is by no means certain that 


| subscriptions to the long-term issue 
| would be sufficient even to reduce ma- 


terially the short-term paper, since other- 
wise there would be less discrepancy be- 
tween the earnings of the two forms of 
loans. 


SOURCES OF FUNDS 


HENCE it has become a question as to 
whence the funds for long-term Govern- 
ment securities are to come. Under or- 


| dinary circumstances such financing is 


a task or a privilege of the banks of the 
country, with the great life insurance 
companies and other fiduciary organiza- 
tions as secondary sources. Substan- 
tially half the present indebtedness of 
the United States is held by the coun- 
try’s banks. On last December 31 the 
member banks in the Federal Reserve 
owned such securities in the amount of 
$6,540,000,000; the holdings of other 
banks are estimated at $1,079,000,000. 
The Federal Reserve itself held $1,836,- 
000,000 at last accounts; the postal sav- 
ings system, $74,000,000; the Federal 
land and joint stock land banks, 
$110,000,000—a total of $9,638,000,- 
000. Since December, in the increased 
Government financing, the banks have 
certainly increased their holdings. 


MEMBER BANK HOLDINGS 


| THESE present holdings represent an 
| increase which accounts for almost the 


whole of the increase in the Government 


| debt since the middle of 1930. The in- 
| crease in the holdings of member banks 


in the Reserve between June 30, 1930 
and December 31 last, was $2,479,000,- 
000; in the Federal Reserve System, 
$1,245,000,000; in non-member banks, 
$865,000,000; in land banks, $100,000,- 
000. The banks, in short, have almost 


| carried the Government in its borrow- 


ings while the Federal Reserve System 
in its easy money policy of the past 
year, made effective chiefly by the pur- 
chase of Government bonds in the open 


market, has indirectly or through mem- 
ber banks absorbed about two-thirds of 
the Government’s borrowing in that 
period. Its easy money policy undoubt- 
edly has saved the Government large in- 
terest charges by furnishing an active 
market for its securities. The extension 


Charges listed above are for station to station, daytime calls. Even- 
ing and night rates are considerably lower. Where the charge is 50c 
or more a federal tax applies as follows: 50c to 99c, tax 10c; $1.00 to 
$1.99, tax 15c; $2.00 or more, tax 20c, 
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of the circulation privilege to bonds | 
drawing 33% per cent interest or less has | 
also served the same end. 

Banks, undoubtedly, will continue to 
be the chief outlet for Government 
bonds and other Government financing, 
but just how much further they can go 
in this direction depends upon develop- 
ments in other lines. The necessity of 
maintaining a high degree of liquidity is 
a constant urge to increase holdings of 
such securities provided they produce 
reasonable earnings. In short-term fi- 
nancing, especially on a discount basis, 
the banks know exactly what they are 
buying. In longer term obligations they 
must consider possibilities of loss. If the 
Government continues to borrow on the 


GLOBE 


RAYMOND MOLEY 


Formerly professor at Columbia 
University and one of President 
Roosevelt’s economic advisers, 
Mr. Moley has been appointed 


Assistant Secretary of State 


recent large scale or if recent monetary | 
conditions continue, Government obliga- | 


tions must carry a higher rate with con- 
sequent probable loss to holders of is- 
sues now outstanding—a circumstance 
likely to engage the wary attention of a 
careful banker with the result that long- 


term obligations may not be as attrac- | 


tive as they might otherwise be. 

There is also some question of further 
institutional demand. The holdings of 
Government securities by the 52 leading 
life insurance companies increased by 


$101,000,000 between 1930 and 1932 in | 
about equal annual proportions and | 


with the tendency to increase more rap- 
idly in the past six months, but earnings 
on such securities are too low to meet 
the requirements of these concerns with 
their long-term obligations, and it is not 
likely that they will increase their pur- 
chases beyond what they consider abso- 
lutely necessary for liquidity. Such also 
is the case with most other institutions. 


Long Experience 
Unquestioned Strength 


An Extensive List of 
Sound Bank Connections 


Continuously Operating 
Transit and Collection 
Departments 


These essentials are at your 
command whether it is the 
daily routine of everyday 
transactions, or the emer- 
gency of changing bank 
practice that gives rise to 
your need for a dependable 


Philadelphia correspondent. 
3 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus . - $30,000,000 
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World Trade 


Restrictions 


(CONTINUED FROM PAGE 44) 
percentage was arrived at, and persis- 
tent inquiry will elicit no enlightenment. 
However, our Washington neighbor is 
not concerned at the moment with the 
theory of this so-called quota; the ques- 
tion is what to do with his perishable 
shipment. He may leave his apples there 
at the risk of deterioration and at cost 
of storage, in the fervent hope that sub- 
sequent quota decisions may become 
favorable to him; he may recall his con- 
signment, which introduces the worry 
of shipping costs; or he can lodge vigor- 
ous protest at the American Embassy, 
which may relieve his pent-up exasper- 
ation, but is unlikely to gain him any 
other form of relief. 


IMPORT LICENSING 


A FEW countries have been hesitant of 
courting animosity by writing the abu- 
sive quota system into their commer- 
cial policy. They have inaugurated in- 
stead an “import licensing system” 
which does not, at first blush, appear 
to have the ruinous effect upon foreign 
trade that the mysterious quota system 
has. In actual practice, however, its 
influences are equally mischievous since 
it was conceived of a determination to 
reinforce existing trade barriers where 
that structure showed signs of giving 
way. Instead of peremptorily barring 
imports under the subterfuge of a 
hastily concocted quota decree, the 
licensing system pursues a more devious 
route and its motives are more disarm- 
ing. Under the stress of a “national 
emergency”, it is proclaimed that future 
imports must be subject to license and 
that permits will be granted only for 
the importation of articles deemed 
necessary to the national welfare. 

In his numerous skirmishes with that 
form of economic breastwork, our 
Grand Rapids manufacturer is _per- 
plexed to find his request for a license 
speedily granted in one instance, but 
fatuously disallowed the next time. He 
finds it difficult to anticipate when his 
simple four-poster bed will be classed 
a “luxury” and its importation as such 
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a menace to national economy, or when 
it will prove to be a “necessity”. Not 
wishing to abandon a foreign market 
that he has spent years to develop, he 
is faced with the dangers of overproduc- 
tion if he guesses wrong. If he chooses 
to play safe, he has the equally unwel- 
come prospect of curtailed output, pos- 
sible lost sales, and shrinking profits. 


SLOW PAYMENT 


THE labor of simply placing goods on 
the foreign market pales into insignif- 
icance when attempt is made to obtain 
payment for said shipments. There may 
be a country here and there which still 
permits the flow of trade over its boun- 
daries to be subject to minimum inter- 
ference, but one rarely finds nowadays a 
country that is able or willing to ob- 
serve the quaint old custom of paying, 
within any reasonable time, for goods 
received. The method of warding off 
payment varies in different countries; 
some enter into negotiation in a spirit 
of earnest cooperation; others assume 
rather an apathetic air, and a few ac- 
tually consider our repeated entreaties 
for settlement as an affront. They 
unanimously are of the opinion that 
their self-styled helplessness is born of 
the supposed “maldistribution of gold” 
and its evil consequences. 

Having experimented with various 
forms of trade restrictions without per- 
ceiving any lifting of the economic 
storm, the last rabbit was pulled out 
of the hat. It might properly be called 
the “system of delayed payments”. Its 
progenitors were the foreign exchange 
control boards which many countries 
set up in 1931 to protect their currencies 
from pressure from within and without. 
Basically, the foreign exchange control 


NESMITH 


Harbor scene at Algiers 


board had but one task, and that was 
to regulate the outflow of exchange in 
conformity with the exigencies of the 
moment. Whether circumstances were 
such as to warrant the suspension or 
the resumption of foreign exchange 
payments, it would seem that eventual 
allocations would be made on a strict 
basis of priority claims. At this point, 
unfortunately, an entangling maze of 
international commercial alliances js 
encountered. 

Mention might be made of a New 
York manufacturer who, several months 
ago, shipped a large consignment of 
goods to a certain country and is still 
awaiting his remittance. The authorities 
of that country, however, are at the 
moment concerned with their commer- 
cial relations with Great Britain, which 
is the market for the bulk of their ex- 
ports. Quite sensibly, they wish to curry 
the favor of that country and British 
exporters will be treated generously 
when exchange “allocations” are in or- 
der, while our New York neighbor anx- 
iously awaits a settlement that will be 
long deferred. 


BLOCKED ACCOUNT 


THE supreme refinement of the delayed 
payment system is what is known as a 
“blocked account”. It has been devised 
by a few countries that found it either 
necessary or convenient to dispense 
with the annoyance of even occasional 
remittance. Settlement is made in full 
and the amount is deposited to your 
account in a bank, but the anti-climax 
is furnished by the “blocked” feature 
which means that you cannot withdraw 
the deposits until the authorities decide 
that it is expedient to do so. Some offi- 
cials extend the privilege of using those 
funds within the boundaries of that 
country—to purchase their bonds which 
may be of dubious value, and to invest 
in real estate properties that bear little 
promise. 

If it were not for the grave conse- 
quences that such exchange tactics have 
upon world commerce, one could find 
delight in the ingenious plans that have 
been invented to thwart these restric- 
tions. The story is circulating of the 
Austrian importer who had resorted to 
all ordinary means of procuring French 
francs with which to pay for a shipment 
from France. He finally conceived the 
idea of purchasing in Vienna ten steam- 
ship tickets to New York—paying for 
them in schillings, but reserving the 
right to cancel his reservations. He then 
hurried to Paris and availed himself of 
the cancellation privilege—obtaining 
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payment in francs from the company’s 
agent there. Unfortunately, schemes of 
this nature can seldom be worked more 
than once, or in appreciable volume. 
The crippling of world commerce was 
bad enough, but that other countries 
should also withhold payment for goods 
was even worse. Many countries has- 
tened to negotiate “clearing agreements” 
with each of their neighbors. In other 
words, the Hungarian exporter of mer- 
chandise to Czecho-slovakia would be 
reimbursed for his shipment by a fel- 
low citizen who has imported Czecho- 
slovak goods. In this manner it would 
be possible to circumvent exchange “al- 
locations” and the dreaded blocked ac- 
counts. As a matter of record, the plan 
did work smoothly as long as trade 
between the signatory powers remained 
balanced—but that is rarely the case. 


AMERICAN PLANTS ABROAD 


A LARGE number of our exporters 
have tried to overcome these obstacles by 
establishing plants abroad. Those that 
have been beguiled by “cheap” foreign 


labor have found the “languorous” tem- | 


perament of the natives unfitted to large 
scale production and their unskilled 
hands very expensive propositions when 
“puttering” around delicate machinery. 
Others have been trapped in the fickle- 
ness of changing governments, which 
has stripped them of property rights, 
while many have come to grief through 
careless interpretation of the laws under 
which they operate. Still others have 
been bedeviled by strange customs in 
the area in which they planned to oper- 
ate, as did one manufacturer who de- 
cided to build a plant in the Orient. He 
had purchased a very desirable factory 
site, but soon a local geomancer ap- 
peared on the scene and declared that 
the place was beset with evil spirits. 
Native labor would not go near the place 
and the manufacturer finally was forced 
to abandon the site for one that was 
graced by the beneficent influence of the 
deities. Having experienced difficulties 
such as these, some of our would-be 
branch manufacturers have emulated 
the Arabs, folding their tents and si- 
lently stealing away. 


Collecting Float 


(CONTINUED FROM PAGE 34) 
money. Had he been following our float 
schedule, he would have collected on the 
float alone, at 6 per cent per annum, 
60 cents per $1,000 or $1.20 a day on 
the $2,000 of transit checks, which 
would be $31.20 a month of 26 business 
days, a total of $374.40 a year from this 
one service-requiring account. 


Fine Rag Papers 
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In regard to checking accounts, it is 
suggested for the small interior bank, 
that if the average balance in the ac- 
count for any month is less than $100, 
a charge of 50 cents a month shall ap- 
ply, provided no more than five checks 
are drawn against the account. If more 
than five checks are drawn, each is 
charged at the rate of 4 cents. This 
minimum balance charge should be va- 
ried for larger banks in larger cities, 
such as a charge of 50 cents a month 
on balances below $300, $1 a month 
below $200 and $1.50 a month below 
$100. 

Under this plan the depositor is al- 
lowed to draw one check or issue one 


deposit ticket against his account for 
each $10 of average balance the pre- 
vious month. Anything in excess of the 
free allowance is charged at the rate of 
4 cents each, whether it be deposit 
tickets or checks. In towns where there 
are two or more banks the plan per- 
mits customers to deposit one local or 
clearinghouse check on a bank in the 
same city for each $5 of balance the pre- 
vious month, assessing him 2 cents for 
each such local check deposited in ex- 
cess of that number. This charge is in 
addition to the flat charge on minimum 
balances. 

The minimum balance charge is the 
“ready to serve” charge for the over- 
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3 miles 
of Washing 


F°* the same amount of money spent for 


electricity in 1928, the average Associated 


customer last year got enough additional 


energy to run a washing machine for three 


years. If this washing were strung on one long 


clothesline, it would reach for three miles. 


The dollar spent for electricity gives bigger 


value now because residential rates in the As- 


sociated System have declined steadily. Lower 


rates have led to greater use of electric energy. 


The average Associated domestic customer 


now uses 29% more electricity than in 1928. 


Associated Gas & Electric System 
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head expense. To show the justice of 
the excess activity charge, the average 
overhead and handling expense on a de- 
posit ticket or check against the de- 
positor’s account is 4 cents. By allowing 
a customer to draw one check for each 
$10 of balance the bank wiil be getting 
only its overhead, stationery and other 
expense. 

In the last year I have acquainted 
hundreds of bankers with my service 
charge plan and many have adopted it 
either in its entirety or in a form 
slightly modified to suit individual 
needs. 

While bankers too often only scratch 
the surface in installing charges, it is 


NEW YORK 


better to take a small step than none 
at all. However, the best plan is not to 
cut off the dog’s tail a little at a time, 
but to lop it all off at once. 


The National Budget 


(CONTINUED FROM PAGE 17) 


annual saving to the taxpayer of around 
$175,000,000. But reorganization will 
not balance the budget; nor will possible 
economy or anything else in sight. The 
most that can be expected at the pres- 
ent time is that by economy in Gov- 
ernment, with a possible moderate in- 
crease in taxes, the finances of the 
United States can be put in the way of 


a proper balance in the near future, 

Reorganization is difficult; economy 
seems to be even more difficult, while 
adequate revenues seem most difficult of 
all. In the fiscal year drawing to a close, 
expenditures will probably be around 
$750,000,000 below those of the previ- 
ous year, the actual reduction in the 
first eight months amounting to about 
$505,000,000. Estimates for the year 
were lower than the expenditures of the 
previous year by $738,000,000, and ac- 
tual expenditures for the first eight 
months fell over $183,000,000 below 
the estimates. Revenue, however, fell in 
far greater proportion and the year may 
end with a much greater deficit than the 
anticipated $1,200,000,000. This deficit 
may be reduced by March income tax 
payments but the prospect is considered 
doubtful. 


LAME DUCK ECONOMIES 


MORE significant, perhaps, is the fact 
that although the watchword of the 
Congress which ended March 4 was 
economy—and in fact drastic economies 
in some lines were actually effected— 
the total appropriations for the coming 
year are about $161,000,000 higher than 
recommended in the Presidential budget 
message last December. The economies 
included cuts of about $42,000,000 for 
the Department of Agriculture, $20,- 
000,000 for the Department of the In- 
terior, $4,000,000 for the legislative 
branch, $20,000,000 for the Navy, $9,- 
000,000 for the State, Commerce and 
Labor Departments, and $40,000,000 
for the War Department. But the allow- 
ances for other purposes more than off- 
set these reductions. The appropriations 
for the independent offices of the Gov- 
ernment alone, including those for vet- 
erans, increased by about $200,000,000. 
This appropriation was vetoed by Presi- 
dent Hoover and passed on to the new 
Administration for review as the last 
act of his Presidential career. Upon the 
reduction of this item in next year’s ap- 
propriations will hinge some of the basic 
policies of the new national régime. The 
principal effect of the reorganization of 
the Government will be registered in its 
disposition. 

In the long run, reorganization of the 
Government probably represents more 
actual economy than any other pro- 
posal, but its realization is likely to be 
slower. The proposed merger of the 
transportation supervisory activities of 
the Government—land, sea and air— 
into one system will undoubtedly mean 
a saving later, though these savings 
must be gradually worked out as over- 
lapping and duplicating services are 
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eliminated. The concentration of agri- 
cultural credit and relief agencies into 
one organization will also lead to de- 
creased expenses and more effective 
work, but the economy is likely to be 
small for some time to come. Cutting 
away unnecessary services of the De- 
partment of Commerce means direct 
saving, but since the total allowances 
for the Department next year are only 
about $40,000,000 and they cover such 
institutions as the Census, Patent Office, 
Bureau of Mines, Bureau of Navigation, 
Steamboat Inspection Service, Bureau 
of Lighthouses and several other neces- 
sary services, the cuts cannot have much 
effect upon the current budget. The 
greatest economy can be shown in the 
independent offices. The expenses of 
many of these can be reduced materially 
by mergers with other departments of 
the Government, and many of them can 
be dispensed with entirely without re- 
ducing real Government efficiency. In 
literally scores of instances the Govern- 
ment is engaging in business for the 
benefit of its servants with expense to 
itself and loss to private business. In 
few of these lines can the savings be 
great; in the aggregate, however, the re- 
duction in Government expenses will 
run into many millions of dollars. 


SAVINGS FOR YEARS TO COME 


ECONOMY through reorganization of 
the Government, however slow, is effec- 
tive in its cumulative operation; it 
means not only savings now but savings 
for years to come, and these permanent 
savings, based upon sound principles of 
Governmental administration, mean 
more in upholding the credit of the Fed- 
eral Government than temporary econ- 
omy, however great. No one can reason- 
ably object to the Government’s borrow- 
ing more money to meet its national 
needs, provided its organization and ad- 
ministration are such as to give assur- 
ance that the money is used sparingly, 
productively or at least for a necessary 
purpose, and that efficient and econom- 
ical administration gives promise that in 
due time the money lent will be re- 
turned, 


Standard Required of 
a Trustee to Invest 


(CONTINUED FROM PAGE 20) 

tees the standard of care and skill, not 
of a reasonably prudent man, but of a 
reasonably prudent trust institution? 

In the tentative draft of its Restate- 
ment of the Law of Trusts, the Ameri- 
can Law Institute (Section 169) says 
that, if the trustee has greater skill than 
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BANDITS 
LAUGH AT 


OLD-FASHIONED 
PROTECTION! 


But the A.D.T. Holdup Alarm System 
outwits the modern bandit because 
it enables any employee to do as he 
is ordered by the bandit without 
jeopardizing his own life. The system 
permits the transmission of signals to 
the A.D.T. Central Station without fear 
or danger, while following instruc- 
tions, because the call for help is 
sent silently and without the bandit's 
knowledge. Armed assistance is dis- 
patched immediately ... Furthermore 
—in case of a militant attack, in 
which the bandit attempts to climb 


“AMERICAN _DISTRICT-| 
TELE GRAPH COMPANY} 


XTH_AVENUE--NEW_YORK_ 


that of a man of ordinary prudence, he 
is under a duty to exercise such skill as 
he has. 

The Institute utters the following 
words of caution: “Nothing in the rule 
stated in this Section is intended to ex- 
press an opinion whether there may or 
may not be circumstances under which 
a trustee is held to the standard of skill 
higher than that of ordinary prudence 
where, though he does not possess a 
higher degree of skill, he has procured 
his appointment by representing that he 
has such skill, either by holding himself 
out generally as possessing a higher de- 
gree of skill than he has or by a repre- 


over the cages—he turns in the alarm 
himself... unwittingly. 


In case a bank officer is held up on the 
street or in his home and forced to 
provide access to the bank, A.D.T. will 
be notified automatically and armed 
forces will respond immediately. 


The handy coupon pinned to your bank letter- 
head will bring you information on the latest 
bank protection systems... without obligation. 


..- INFORMATION COUPON... 
AMERICAN DISTRICT TELEGRAPH COMPANY 
155 Sixth Avenue, New York, N. Y. 

| should like to learn about the latest A. D.T. protection 
systems for banks. 


Name 


Title 
(Please attach to your letterhead so that we may control 


istribution of this confidential information 


sentation made to the settler in order 
to secure his appointment as trustee.” 

No court of last resort has yet stated 
that a trust institution, by holding itself 
out as having greater care and skill than 
a man of ordinary prudence has, is to 
be held to the standard that it holds 
itself out as having. But several courts 
have already referred to the subject, and 
some of them seem to be approaching 
that standard. 

For example, Surrogate Slater of New 
York in the Clark Case (136 N. Y. 881; 
reported in 242 N. Y. Sup. 210 as the 
Fulton Trust Company case; 257 N. Y. 
132) said: “In trust relations these days, 
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SEVENTY YEARS IN BUSINESS 


LIFE INSURANCE COMPANY 


OF BOSTON, MASSACHUSETTS 


SUMMARY OF 1932 STATEMENT 


AT the close of business De- 
cember 31, 1932, the Company showed total admitted 
assets of $639,455,691-51, an increase of $18,177,558.42 
over the previous year. 

After providing for all known liabilities, including 
legal policy reserve of $529,438,050.00 the Company 
increased its special Contingency Reserve for Adjust- 
ments to $13,500,000, and its General Surplus or Safety 
Fund to $44,070,619.91, making a total Emergency Fund 


of $57,570,619.91- 


During 1932 the Company paid to its policyholders 
and beneficiaries $105,329,161. Total payments to policy- 


holders since organization amount to $874,634,682. 


The Company continues its dividends to policy- 
holders during 1933 on the same scale as for 1932, setting 


aside for this purpose a Reserve of $20,302,419. 


New Insurance Paid-for in 1932 amounted to 
$560,267,147. Insurance in Force at the end of the 


year $3,456,578,156. 


John Hancock 
Inquiry Bureau 


197 Clarendon St. 


Boston, Mass. 
A.B.A.J, 4-33 


when trust companies have entered the 
business, much more is expected of a 
corporate trustee than from an old fash- 
ioned individual executor or trustee. . . . 
They make a specialty of trust matters 
and claim to be familiar with the au- 
thority of executors and trustees as to 
trust investments. They have claimed 
that each estate and trust will receive 
the personal attention of one trust execu- 
tive whose lifework is the administration 
of estates and trusts, and the decisions 
with regard to the purchase and sale of 
securities will be independently arrived 
at by these officers in consultation with 
investment experts.”’ While the decision 
was reversed, the reversal did not weak- 


Please send me your booklet covering 
personal insurance problems. 


en the force of this statement as showing 
the direction the court is moving. 

The Supreme Court of Wisconsin (In 
re Estate of Allis, 191 Wis. 23) has said, 
“The performance of the duties of a 
trustee requires the exercise of a high 
degree of fidelity, vigilance and ability. 
Especially is this true when the trustee 
is a company organized for the purpose 
of caring for trust estates, which holds 
itself out as possessing a special skill in 
the performance of the duties of a 
trustee, and which makes a charge for 
its services which adequately compen- 
sates it for a high degree of fidelity and 
ability in the administration of the trust 
estate.” 


The Supreme Court of Pennsylvania 
has refused to meet the issue until it js 
presented direct. In Linnard’s Estate 
(299 Pa. 32), it was argued that a 
stricter rule of responsibility should be 
expected from trust companies as fiduci- 
aries than from the ordinary individual 
trustee; but the court said that the rec- 
ord in the case did not warrant con- 
sideration of any such advance in the 
law. It went on to say, “Rulings which 
involve enlarged application of estab- 
lished principles to new conditions and, 
when subsequently followed, give rise to 
what become known as new or advanced 


| principles, should be made only in cases 


where the facts relied on plainly appear 
and clearly call for such ruling.” 
Professor Austin Scott of the Harvard 
Law School says, “It seems not unlikely 
that the courts will require of a cor- 
porate trustee which has held itself out 
as having greater skill than that of a 
man of ordinary prudence the standard 
of skill which it represents that it has.” 


| (Proceedings, 12th Mid-Winter Trust 


Conferences, p. 100, at p. 112.) 

In view of all the foregoing, it seems 
to be well settled that, if for a fact a 
trust institution does have greater care 
and skill than a man of ordinary pru- 


| dence, it will be held to the exercise of 
| the care and skill that it actually has. 


The Answer—Regional 


Clearinghouses 


(CONTINUED FROM PAGE 22) 
ing practices which may be brought 


| under its regulatory control is beyond 


the scope of this article. The essential 
features of a clearinghouse organization, 
so far as the subject under discussion is 


| concerned, is that its constituent banks 


become members of the organization by 


| sanction of the banks’ boards of direc- 


tors, who, by resolution, agree to abide 
by its rules. Its rules provide that any 
penalty it inflicts on a member bank be- 
comes an enforceable claim against that 
bank. 

When a regulatory body with this 
power of compulsory persuasion is set 
up, little difficulty is experienced in the 
establishment and maintenance of prop- 
er interest rates and service charges. A 
schedule of these rates and charges is 
arrived at after adequate investigation 
and full discussion. It is often provided 
in the by-laws that rules and penalties 
are established only by the affirmative 
vote of two-thirds or three-quarters of 
the members. As the purpose of the 
organization is to bring all the compet- 
ing banks within the scope of clearing- 
house regulations, it is not to be ex- 
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pected that rules will be enacted so 
drastic as to drive out of the associa- 
tion any of its members whose coopera- 
tion is desired. In practice, the associa- 
tion’s actions tend to conservatism and 
sounder banking. 

In American business two strong 
trends seem to have developed side by 
side. One is a desire to preserve-small, 
independent business units. This trend 
manifests itself, in banking, in the vigor- 
ous, widespread opposition to the ex- 
tension of group and chain banking. The 
other trend is organization into trade 
associations for mutual help and the 


stimulation of better business practices. | 


Such associations have done a great deal 
of good in the improvement of banking 
practices. 

However, since they have no power 
over their membership for enforcement 
of uniform action, they have failed to 
curb that unreasonable and unprofitable 
competition for business which has re- 
duced many banks to the status of los- 
ing business enterprises, and which has 
played a large part in bringing about 


the present disturbance in our banking | 


system. 


AN EFFECTIVE PLAN 


TO OVERCOME this weakness in our 
banking associations, and at the same 
time preserve the independence of the 
unit banks, the establishment of regional 
clearinghouses seems to offer an effective 
and reasonable plan. That such a plan 
is both workable and desirable is evi- 
denced both in the rapid growth of the 
movement and in its sponsorship by the 
leaders of banking thought. 

The former comptroller of the cur- 


rency, Mr. John W. Pole, and many of | 


the heads of state banking departments 


have earnestly recommended the estab- | 


lishing of regional clearinghouses. Typi- 


cal of these recommendations is the fol- | 
lowing, contained in the Jast annual | 
report of the superintendent of banks of ! 


the state of New York, Mr. Joseph A. 
Broderick: 

“We recommend the establishment of 
strong regional clearinghouse associa- 
tions in this state, believing that if 
properly conducted, these voluntary as- 
sociations can establish and enforce bet- 
ter banking methods, safe investment 
and loan policies, a high code of ethics 
and also help to weed out incompetent 
bank officials more effectively than can 
be done under the present powers of 
governmental agencies.” 

As a reason for this recommendation, 
Mr. Broderick states: 

“Legislation may define the scope of 
activities of banking institutions and it 


, | ‘HIS institution stands 


ready today as it has 


since 1889, to serve the 


needs of out of town 


banks and bankers. It in- 


vites your business. 


TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS 


CHICAGO 


* 


may provide for certain restrictions as 
to loans and investments, but it cannot 
supply the credit sense, experience and 
spirit of fair dealing so necessary for 
good management and sound banking. 
To a large extent, reforms in banking 
must come from the bankers themselves, 
but before we can expect any worth- 
while progress in this direction, some of 
our bankers must come to realize more 
fully that their duty is to the depositors, 
the community and other banks, as well 
as to their shareholders. Experience has 
shown, too, that the closing of any one 
bank has an adverse effect on other 
banks; therefore the greatest good can 
be accomplished only through thorough 


\ 


* 


cooperation of all banking institutions 
in a community.” 

In normal times our banking system 
has functioned and developed through 
strong competition by the trial and error 
system. What it has lacked in efficiency 
has perhaps been counter-balanced by 
the development of new methods and 
practices. But these are not normal 
times. What is now needed is not novel 
plans and experiments, but the universal 
employment of sound practices under 
good management, willingly followed by 
the wise and strong banker and effec- 
tively imposed on the unwilling. 

The regional clearinghouse is a most 
effective instrument_to gain that result. 
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WHEN THE INVESTOR 
ASKS THE BANKER: 


“How do Quarterly In- 
come Shares stand as 


collateral?” 


THE BANKER 
CAN REPLY: 


“In the same class as a 
diversified group of list- 
ed, high-grade common 
stocks—because _ that’s 
exactly what Quarterly 
Income Shares _repre- 


sent.” 


Sponsored by 


ADMINISTRATIVE AND. RESEARCH 
CORPORATION 


Distributed by a national group of 
investment houses and banks 


YOUR BOARD 


and the new 


developments 


This is a time when well-informed 
directors are pillars of strength. The 
best source of information available 
to them is the American Bankers 
Association Journal. 

The Journal has a group subscrip- 
tion plan, by means of which your 
bank can supply this magazine, each 
month, to all or selected members of 
your board. The cost is negligible. 
More than a thousand banks are 
making profitable use of it. Can we 
tell you more? 
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A Method for— 


Measuring and Comparing 
Utility Securities 


(CONTINUED FROM PAGE 31) 


conditions under which the utility is 
operating. They constitute its problems, 
the handling of which makes for profit 
or loss. The two factors next to be con- 


| sidered may well be termed the results 


and the measure of success attained. 


CAPITAL STRUCTURE 
SOUND judgment regarding the capital 


| structure of a utility company is a dif- 


ficult and complicated problem. As a 
help, one should compute the various 
amounts of long-term liabilities—bonds, 
preferred stocks and common stocks— 
and then after reducing these amounts 
to percentages of the total capitaliza- 
tion, the percentages should be studied 
in comparison with those of similarly 
constituted companies. The bond and 
preferred stock liabilities are definite, 
but the true value of the common stock 
involves so many undeterminable fig- 
ures that it is quite indefinite. So, for 
purposes of comparison, only a value 
can be assumed—-say, 15 times the earn- 
ings per share. 

The size of individual issues of bonds, 
their mortgage position, the chronologi- 
cal arrangement of maturities, and par- 
ticularly in times such as the present, 
any nearby maturities are all subjects 
for careful scrutiny. Then, by the study 
of comparable elements in the capital 
structures, one is able to form at least 
a preference for this or that company 
and its securities. 


GROSS REVENUE 


A GREAT deal of valuable information 
can be obtained by a careful investiga- 
tion of the way in which a utility spends 
the money it receives from the public. 
Since the rate of growth and the trends 


| of various items are often more signifi- 


cant than the position at any one time, 
such a study should cover a period of 
several years. And again, the soundest 
judgment usually follows a comparison 
of the factors under consideration with 
the same factors in other similar com- 
panies. 

A method of visualizing the distribu- 
tion of gross revenue is illustrated in the 
charts on Page 31. In making these 
charts all companies are brought to the 
same size by taking the total gross rev- 
enue for the year as 100 per cent. This 
is then divided into the percentages con- 


sumed by the items of operating cost, 
depreciation, interest charges, preferred 
dividends, and the balance remaining 
for common dividends and surplus. The 
same is repeated each succeeding year. 

In addition to the increasing or de- 
creasing trends of different items, 
thought should be given to their im- 
portance based upon the type of busi- 
ness conducted. For example, 7 to 10 
per cent of gross revenue is usually con- 
sidered an ample depreciation charge 
for steam-generated electric plants. 
Hydro-electric properties or gas com- 
panies might safely set aside a smaller 
amount. For traction properties, a de- 
precjation charge of 20 per cent of the 
gross would not be too high. 


INTEREST CHARGES 


AN important item is the percentage of 
gross required for the interest charges. 
Its size and also its position on the per- 
centage scale are worthy of careful 
study. The size of these charges gener- 
ally varies from about 10 per cent up- 
wards. If they get much above 20 per 
cent a possible weakness is suggested, 
by reason of a too heavy funded debt. A 
useful figure to compute in this connec- 
tion is the amount of funded debt out- 
standing per dollar of yearly gross rev- 
enue. 

The location of interest charges on the 
scale will show the number of times 
these charges are covered after operating 
costs, taxes and depreciation are met. A 
more significant figure, and one which 
is often more valuable than “times in- 
terest earned”, is the amount left after 
interest has been paid. This might be 
called the ‘margin of safety”. Roughly 
speaking, it is the percentage by which 
gross revenue could be reduced before 
the interest charges would be impaired. 


PREFERRED DIVIDENDS 


CONSIDERATION of preferred divi- 
dends would follow along much the same 
lines. Here, too, the “margin” after divi- 
dends is the best indication of the se- 
curity against business depressions, ad- 
verse rate changes or other attacks upon 
the income of the company. 

In conclusion, it may be well to em- 
phasize again that too great importance 
cannot be placed on the value of com- 
parative studies. 
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—===—- Air Express 
For speed With Safety 


Behind the 
Bond News 


(CONTINUED FROM PAGE 5) 


deposits in the United States at the be- 
ginning of the year; there was only about 
$12,000,000,000 of monetary gold in the 
world, as against the $16,000,000,000 
that would be required if the $40,000,- 
000,000 bank deposits were to be con- 
verted into Federal Reserve notes 


backed, as the law requires, by 40 per | 
cent gold. It is demonstrable that the | 


only possible action for the governmen- 
tal authorities to take when the public 
begins to scramble wildly out of bank 
deposits into gold is to suspend pay- 
ments in order that depositors may be 
spared the inevitable consequences of 
their mad experiment. 

Before the banks were directed to sus- 
pend payments temporarily, public with- 


drawal of currency had caused a re- | 
sumption, in volume, of the liquidation | 
of bank assets. Bank credit, giving up | 


the gain of nearly $800,000,000 it had 
last year, had descended to a new low 


for the depression. With each succeeding | 


sale of bank investments or the closing 


out of bank loans the soundness of all | 


the assets left in the banks’ portfolio was 
somewhat injured. The liquidation and 
the impairment of credit primacy have 
proceeded so far that it is obvious to 
those with unjaundiced eyes that sweep- 
ing adjustments will have to be made 
and numerous easements in service and 
occasional sacrifices in principal borne. 


ADJUSTMENTS—BONDHOLDERS 


ON the way those adjustments are car- 
ried out depends the future of long-term | 


credit over the next few years. The ad- 
justments will be made, but if in the 
making of them bondholder rights are 
brusquely violated or bondholders are 
uncomprehendingly niggardly in their 
concessions, then the bond market’s 
prospect is clouded. 

These are times when debtors receive 
unusual consideration. Legislators vie 
with one another to see who can do more 
to ease the load of debtors or free them 
from their obligations. The tide is run- 
ning so heavily in favor of the debtors, 
in fact, that the debtor class may well 
wonder whether the springs of credit are 
not to be dried up. For holders of long- 
term bonds, to take a case in point, it 
is a matter of the first importance that, 
on the importuning of Mayor Frank 
Murphy, of Detroit, bills were intro- 
duced in the House and Senate on 
March 1 authorizing moratoriums up to 
ten years on municipal indebtedness. 


Second-morning delivery between 
New York and Los Angeles is typical of 
the speed with which Air Express links 
85 of the nation’s principal cities. In ad- 
dition the full facilities of the Railway 
Express Agency, reaching over 23,000 
other points by rail, are at the disposal 
of every user of Air Express. » Dupli- 
cate receipts establish a record of both 
shipment and delivery. Valuable papers 
travel under hand-to-hand signatures be- 
tween the members of a single responsi- 


AR 


ble organization throughout every step 
of their journey. Pick-up and special 
delivery service in leading towns at no 
extra cost. » Marking bank paper “via 
Air Express” means that it will reach its 
destination in the shortest possible time, 
all the way by air or by a combination of 
air and fast rail transportation. » Your 
nearest Railway Express Agent has full 
details of the new reduced rates and 
time schedules. » Consult him today 
about your shipping problems, 


EXPRESS 


Division - Railway Express Agency, Inc. 


GMAC SHORT TERM NOTES 


available in limited amounts 
upon request 


GENERAL MorTors 
ACCEPTANCE CORPORATION 


Executive Office -- 


OFFICES IN 


PRINCIPAL 


BroaDway at 57TH STREET -- New York, N. ¥. 


CITIES 


One is impressed with the mannan 
motive behind Mayor Murphy’s pro- 
posal. The tax burden is back-breaking 
everywhere, but never more so than in 
an industrial city like Detroit, which 
grew rapidly in the third decade of the 
century, only to enter a period of cruel 
deflation of values immediately there- 
after. The money that goes for service 
on debt obligations, many municipal 
officials feel, could with more justice be 
applied to relief work in their respective 
communities. Unquestionably _ relief 
funds are not in oversupply; yet if 
monies earmarked for debt service are 
appropriated by the municipality for 


Before Buying 
Send 25 cents in stamps, 
coin or check for our fa- 
mous 1252 page catalog 
describing American and 
Imported Rifles, Shot- 
guns, Revolvers, Targets. 


Scopes, Gun Parts. Repairing. 
t Prices. Over 2000 items, 1100 illustrations. Compare 
pave = A When in New York visit our new Gun Salesroom. 


A. F. STOEGER, INC. 


America’s Great Gun House 
507 FIFTH AVENUE (at 42nd STREET) NEW YORK, N. Y. 


other uses the net effect is a levy on all 
those who have lent the city money, 
thus sparing the city’s own taxpayers. 
On this borrowed money the cities have 
undertaken projects now a vital and in- 
tegral part of their life. Without bor- 
rowing in the past, the growth of the 
cities would have been greatly retarded, 
and the municipal improvements and the 


AMERICAN BANKERS ASSOCIATION JOURNAL, April 1933 63 
| 
| 
| 
| EXPRESS 
— 
| 
| 


(oonvenience 


The new 30-story Girard Trust 
Company Building is located in 
the center of Philadelphia’s 
business and financial district. It 
isconvenientto City Hall, hotels, 
stores, theatres, transportation 
facilities and adjoinsthe banking 
house of the Trust Company. 
Attractive office suites are still available 


Rental Office Room 1704 
Telephone— Rittenhouse 2342 


GIRARD TRUST 


COMPANY 


BUILDING 


7400 SO. PENN SQUARE 


PHILADELPHIA 


Member American Warehousemen’s Association 


Nation-wide Operators of the 
Lawrence System of Field Warehousing 
The Modern Means of Securing Loans with 
Inventory 


[AWRENCE A. T. GIBSON, President 
WAREHOUSE 
(OMPANY 


PORTLAND 
403 HOYT ST. 


CHICAGO 
ONE LA SALLE BLDG. 


LOS ANGELFS SAN FRANCISCO 
W. P. STORY BLDG. 37 DRUMM ST, 


Even a Detail of Police 
Is Not Equal to Padua 


men will chance beating 
an officer to the draw, getting into 
a bank and out again, but they know 
better than risk themselves against a 
secret alarm given by a simple upward 
movement of _ the 
foot through a 
Padua Foot Unit. 
Can be used with 
your present alarm 
system. 


PADUA Hold-Up Alarm Corporation 
111 Seneca Street Cohoes, N. Y. 


Read the JOURNAL 


Lift of foot sets off alarm 
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comforts of the citizenry less; without 
borrowing in the future, the whole course 
of municipal life will be changed—for 
the worse. 

Yet see what Mayor Murphy would 
try to do. No one can deny that it is 
within the right of a municipality to de- 
fault. Mayor Murphy, though, would 
make it possible for the municipality to 
default with immunity, without ever 
having to justify and defend its action 


| in the regular way in the courts. The 


bill he favors would virtually strip the 
holders of municipal bonds of all rights 


| to proceed legally against municipalities 


in default during one stage of the pro- 
ceedings. It is obvious that the pro- 


| cedure exposes itself to numerous pos- 
| sible abuses. Without doubt its effect on 
| the credit of local government units and 


on the values of the long-term obliga- 


| tions issued by them would be highly 
| injurious. 


DEBTORS 


IN that way those debt adjustments 
and easements which are becoming in- 
creasingly necessary are not to be found. 


| Before all, debtors should approach their 


creditors and in all fairness present their 
case for relief. If the need be great 
enough, reductions in service can be ne- 


| gotiated. Summary default, however, 
| strikes at the very basis of credit, plac- 


ing the domestic political subdivision in 
the same category with some of those 


| foreign governments whose sense of re- 


sponsibility as a borrower is not one of 
their more signal virtues. 


CREDITORS 


THE creditor, on the other hand, is not 
without responsibilities of his own. A 
bondholder demanding the last dollar of 
service which the indenture calls for, 
when all sensible men see that a sacrifice 
of a portion of the service is necessary, 
is one who incites debtors to rebellion. 
The example readiest to hand of the ill 
effects which flow from a too great in- 
sistence on observance of the letter of 
the debt contract is that of the farmers 
in several middlewestern states, who 
took the law into their own hands, turn- 
ing the calendar back nearly 100 years 
to the frontier days. Real estate offers 
a clear cut case for relief, and steps are 
being taken here and there to evaluate 
mortgage contracts afresh in the light of 
present day conditions. 

The railroads afford an example 
scarcely less striking. But few of the 
carriers are covering their fixed charges. 
With business at “normal” practically 
all of them could earn their way, pay all 
that is required on their fixed debt and 


The Largest 
and Leading Bank in 


SOUTHERN 
CALIFORNIA 


is the 


EGURITY-FIRST 
NATIONAL BANK 

OF Los ANGELES 
RESOURCES OVER $500,000,000 


* 


Fully equipped to do every kind 
of banking and trust business, 
with branches in 60 communities, 
extending from Fresno and San 
Luis Obispo to Imperial Valley. 


have something left over for the stock- 
holders besides. When they began to fall 
into arrears a year ago Reconstruction 
Finance Corporation dealt out relief to 
them with a reasonably generous hand. 
By visible stages, however, the generos- 
ity of the corporation changed into a 
trait that was midway between generos- 
ity and stinginess, which created a 
feeling of uncertainty that was approxi- 
mately as harmful to the roads’ credit 
situation as outright default would have 
been. 


FUTURE POLICY? 


BY now the policy of the Corporation, 
the Interstate Commerce Commission 
and the Administration appears to have 
crystallized. Instead of keeping the debt 
structures of the weaker roads distended 
by injections of the Government’s credit, 
debt burdens are to be lightened by 
scaling down of service requirements. 
This result is to be achieved with the 
voluntary consent of all the bondholders, 
if possible; with the forcible consent, if 
necessary. Hope of returning overnight 
to the halcyon days of 1928 and 1929 
is abandoned; adjustment is to be 
achieved by a way that is rather less 
grand and gaudy. 
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The Experience of Banks 
In Remodeling Buildings 


A HOME REPAIR and remodeling campaign is 
under way in Washington, D. C., through the en- 
listed support of leading business, civic and other 
interested local organizations. The main objectives 
are the increase of employment among building 
trades workers, stimulation of business and stabili- 
zation of home property values. 

The active participation of the District of Co- 
lumbia Bankers Association, which has created a 
$500,000 credit pool for the granting of small loans 
to home owners for desirable home improvements 
and repairs, will greatly assist in developing effec- 
tive results. It is hoped to liberalize loan regulations 
so that the worthy small property owner may more 
easily finance home repairs and remodeling work. 

A feature of the campaign is the plan of placing 
a dilapidated small house on a prominent down- 
town site where it is to be completely remodeled 
and equipped under the supervision of local archi- 


tects, in plain public view from day to day. Figures 
showing actual cost of the work as it progresses 
will be made public as a guide to home owners. 

Reports received by the Department of Com- 
merce Home Modernizing Committee show that 
during 1932, 144 cities conducted organized home 
improvement and repair work campaigns of various 
types. Of this group 81 reported expenditures by 
property owners for labor and materials of approxi- 
mately $70,000,000. A number of business leaders 
predict that replacement business, including the 
smaller projects involving home repairs and mod- 
ernizing, will form an important part of the busi- 
ness program for 1933. 

The Division of Building and Housing of the 
Bureau of Standards has available the details of 
methods used in these campaigns. 

—EXcERPTS FROM A RECENT STATEMENT 
ISSUED BY THE DEPARTMENT OF COMMERCE. 


today. How certain banks and trust companies in dif- 

ferent sections of the country are meeting and solving 
some phases of this problem is revealed by a survey recently 
made for the JourNAL. The highlights of that investigation are 
now published. 

To obtain data for this report, representative banks and trust 
companies were asked these three questions: 

1. Are you now doing, or have you recently done, any remodel- 
ing or modernizing of your main office or branch buildings, or 
of any other buildings which you own, control or manage? 

2. Has such modernizing resulted in greater revenue by saving 
you money or by making the property more rentable or more 
salable? 

3. From your experience, have you any suggestions to make 
along these lines that might be helpful to bankers elsewhere? 

A study of the replies indicates that the present lower cost 
of building materials and labor, 
while it is a big factor, is perhaps 
not the chief one in inducing banks 
to undertake remodeling and mod- 
ernization work at this time. The 
ptimary motive is rather to effect 
economies in operation, to increase 


R*: ESTATE is one of the major problems of banks 


This information has been collected 
from banks in various states and Canada. 


The names of the banks are omitted 


efficiency, to stop losses and increase revenue—in short, to make 
bank buildings and other properties a better-paying investment. 

First of all, it is interesting to consider the influence of a new 
building upon the business and prestige of a bank. A most valu- 
able contribution to this symposium is made by the president 
of a trust company in a medium sized city in New York: 

“We had been contemplating a new bank building for two 
or three years and finally decided to obtain an estimate of the 
cost. We discovered that a building that would have cost 
$135,000 in 1929 could be constructed and equipped for less 
than $90,000. Our institution was very liquid, in ample funds, 
with excellent earnings, and we decided that, in order to operate 
and be fair to our depositors as well as to our employees, we 
should construct a new building, even though general condi- 
tions were very bad. 

“We moved to our new quarters April 27, 1932. In many 
instances we have noted that the new quarters have assisted us 
in obtaining some new business, 
although it has been an unfair 
period to judge the effects of any 
new building in this regard. The 
contrast between our old and new 
banking quarters was so great that 
people recognized our institution as 
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a bank more than ever before. 
There is no question that our new 
quarters have increased our effi- 
ciency, while the added expense has 
been trivial.” 

A trust company in Boston sup- 
plies the following information: 

“In our building some time ago, 
we arrived at the state where our 
generators were insufficient to carry 
the lighting load during the dark 
days in winter. When we increased 
the electric light bulbs from, say, 
40 watts to 250 watts we were 
compelled to buy our current from 
a local lighting plant at a small 
increase in rate. To offset this, we 
installed two electrically driven 
pumps for our hydraulic elevators 
as auxiliary to our steam pump. 
We find that by not running our 
boilers during the summer months 
and by turning on these electric 
pumps, in the last three years we 
have paid for the pumps by the 
saving made in the cost of coal and 
firemen in the summer. The electric pump is a great deal more 
effective than the steam pump, and can be maintained for about 
the cost of the coal delivered in the bin. 

“In office buildings, where wooden floors have been down for 
some years and are very difficult to keep clean, we have installed 
good quality battleship linoleum on top of the floors, giving a 
much better surface to work on and causing very much less 
expense in upkeep. 

‘In some of our semi-manufacturing buildings which belong 
to an age when one had to go up five or six steps from the side- 
walk to get to the first floor, and down five or six steps to get to 
the basement, we have changed the entrance, eliminating the 
steps and bringing the vestibule down to the street floor, so that 
people now enter from the sidewalk level and pass seven or eight 
feet into the building before the steps begin. This makes a much 
better appearance, and we have had many favorable comments 
from the tenants. 


OVER 10 PER CENT INVESTMENT RETURN 


“WE have changed the fronts of several buildings of this type, 
lowering the front 50 feet of the first floor in one building with 
a depth of some 90 feet. One building with a frontage includ- 
ing a freight elevator shaft, an entrance to the street floor, an 
entrance to the basement and an entrance to the upper floor, had 
no frontage of value whatever to the street floor tenant, who 
was expected to pay the highest rental. We put an entirely new 
front on this building. It is almost all glass, improving the light 
throughout the building. We made a modern store front on the 
same level, with ample space for a main entrance, and a corridor, 
at the end of which is a combination passenger and freight 
elevator, and around this, in fireproof partitions, we have in- 
stalled steel and concrete stairs. The building was formerly occu- 
pied by a leather concern, but leather is no longer stored in this 
section, so the building had been entirely unrented for a while. 
Since its remodeling it has been rented for entirely different pur- 
poses. By connecting with the steam plant in an adjoining 
property we have been able to heat the building for less than 
the cost of firemen to attend to our own boilers. At present the 


JUST WHAT IS the situation with regard 
to building costs at the present time? The 
indices of the Federal Reserve Bank of New 
York and of the F. W. Dodge Corporation 
provide the best answer. 

Taking the year 1926 as normal, with the 
index number of 100, the 1932 index stood at 
82. Considering wages and materials separate- 
ly, the comparisons are as follows: 


Building Wage Rates 


It is stated that if the increased efficiency of 
labor due to greater mechanization, and other 
factors, could be taken into consideration, the 
index of the building wage rates for 1932 
would be even lower. 


building is showing something bet. 
ter than 10 per cent on the money 
invested in the remodeling. 

“In our various trust estates a 
great deal of the real estate which 
comes to us is old and out-of-date 
and is unable to earn enough to 
carry the value of the land unless 
some modernizing is done. In some 
cases, unfortunately, the condition 
of the trust estate is such that it 
gives us little leeway to improve 
the real estate.” 

An officer of a trust company in 
a city of about 100,000 writes: 

“Our program calls for the quite 
extensive alteration of two of our 
principal offices, made necessary by 
our recent merger, at the time of 
which there were three main bank- 
ing offices within a block. Two of 
them were ample for our needs. 
Therefore we tried to rent any one 
of the three. We were successful 
in getting a 30-year lease on the 
former First Bank quarters, which 
had become our main office. Study proved quite conclusively that 
for $147,000 we could alter the interior of one of the other 
buildings to take care of the banking business of the former 
three offices. The work is progressing rapidly. Almost immediately 
alterations will begin on the former First Bank quarters. We know 
that these changes will increase the revenue of the bank by at 
least $110,000 a year. 

“As to property which we own, other than the bank buildings, 
our policy is to make liberal offers to alter and improve property 
to suit prospective buyers or renters, rather than to make the 
alterations blindly, not knowing whether or not they will suit 
the next tenant.” 

A national bank in a county-seat of about 5,000 population 
recently had its original building reconstructed, and it also 
erected an addition about twice the size of the old structure. 
The architect reports a saving of about $60,000 as compared 
with estimates the bank had received for the work several years 
ago. 

A committee of fourteen has been formed in a suburban 
county near New York by trust and title companies to handle 
“repossessed homes”. In many cases the properties had de- 
teriorated. Under the new ownership they are being renovated, 
modernized and well equipped, with the result that they are 
being more readily sold. 

In New York City itself banks and trust companies, principal- 
ly the latter, are taking a new part in the modernization of 
apartment houses, hotels, individual dwellings, etc. Here are 
some illustrations: 


SPECIFIC CASES 


Case No. 1. On 58th Street, Manhattan, near Central Park, a 
trust company has on its hands an apartment house with apart- 
ments of seven, eight and nine rooms. In the high-rent district, 
economic conditions made it impossible to keep the apartments 
rented. The company is now spending $200,000 to remodel to 
make 3-room and 4-room apartments with lower rental per room 
and a higher net income. This involves large-scale purchase of 
elevators, electrical fixtures, kitchen (CoNTINUED ON PAGE 69) 


The Problem of Adequate 
Measures 


Protective 


When bank crimes of violence become so popular and productive to the criminal 
element in one-third of the states as to account for three-fourths of the robberies 
committed in all the states, it is time for inquiry, appraisal and revamping of existing 
machinery and methods of law enforcement. Our investigations make it clear that in 
many states the police power is inadequate to cope with the situation. 

Limited to constables and sheriffs whose jurisdiction is localized, disconnected and 
temporary, their results must suffer in comparison with the tactics of present-day 
criminals with their quick-firing guns and high-powered vehicles for speedy get-away. 
Inaugurated a century ago, the constable and county sheriff system has become an 
anachronism in this day and age. It is a relic of the horse and buggy days. 


FROM THE REPORT OF THE PRroTEcTIVE ComMirTTEE, 1932. 


ERE is a widening, deepening tide of lawlessness in this 
country, and, since the desire to get money easily is the 
main motive of the criminal, banks are most frequently 

the objects of his attempts. 

Crimes of violence were perpetrated against banks at the rate 
of more than two in every business day during the 12 months 
ended August 31, 1932. This statement is on the authority of 
the last annual report of the Protective Committee of the Amer- 
ican Bankers Association, which report shows that the banks 
and trust companies of the United States suffered 554 bandit 
raids in broad daylight and 77 night burglaries during that 
period. 

A study of statistics gives confirmation of the fact that crimes 
of this nature are increasing. It is not necessary to go into these 
figures in detail here. Suffice it to say that they prove that in the 
last ten years the frequency of bank holdups has increased four- 
fold. 

The great majority of all bank holdup robberies are directed 
against banks which lack modern protective equipment and 
which do not take the precautions they could and should take. 
We believe that with such violent crimes against banks steadily 
increasing because of economic reasons, unemployment and other 
causes, it is our duty to impress again upon bankers the vital 
and imperative importance of taking every possible precaution 
to prevent such crimes and the loss of life and property that re- 
sults from them. 


THE NEW ORDER IN BANK ROBBERY 


BESIDES the important consideration of saving human life 
and the bank’s duty to safeguard property because of its trustee- 
ship for its customers, there are very practical reasons of econo- 
my which should impel every bank to take advantage of every 
approved means of protection, as we shall soon point out. 

In the first place, attention should be called to the fact that 
during the last decade or so a radical change has taken place 
in the nature of the criminal’s attack on the bank. A dozen years 
ago, bank protection against crimes of violence meant primarily 
safeguarding the bank against night burglary. Today it includes, 
in addition to burglary protection, a good deal more. Bank hold- 
ups have become more frequent, and they are certainly more 


dangerous than bank burglaries insofar as jeopardizing human 
life is concerned. There are several reasons for this change, and 
among them are these: 


1. A holdup is much easier and quicker than the laborious 
and slow process of burglarizing a vault or safe. 

2. With powerful motor cars, and improved highways ex- 
tending in every direction, interstate and nation wide, it is 
comparatively easy for crooks to make a safe get-away 
after a daylight holdup, especially where police protection 
is inadequate. Where the forces of law and order are 
better organized, however, police, telephone, teletype or 
radio often cause the quick undoing of the criminals, 
but unfortunately in many cases only after great damage 
and loss have occurred. 

3. Night protection standards against burglary have been 
improved by the better construction of vaults and alarm 
systems. 

4. There has been an influx of an army of daredevil young 
men and boys into the ranks of criminals. They are at- 
tracted to bank robbery by the number of banks—particu- 
larly smaller institutions—which reveal a lack of protective 
safeguards and therefore are vulnerable to attack. 


ADEQUATE REASON FOR ADEQUATE PROTECTION 


WHILE we are listing reasons, let us set down here the three 
main considerations which should induce banks to adopt the 
best measures to prevent criminals even from selecting them for 
attack—namely: 


1. To save human life. 
2. To prevent property losses. 
3. To reduce the cost of insurance. 


As this whole subject is one most insistently before the banker 
today, it is worth while to consider each of these separately and 
in some detail. 

In 1932 there were 176 persons shot during daylight bank 
holdups; 14 of them (3 bank employees, 2 bystanders and 9 police 
officers) were killed; 79 of them (49 bank employees, 15 by- 
standers and 15 police officers) were wounded; 38 bandits were 
killed and 45 wounded. (CoNTINUED ON NEXT PAGE) 
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Reckless young men, living fast and on a hair-trigger edge, 
with no sense of responsibility, always morally—and often men- 
tally—unbalanced, enter a bank, usually in gangs of from two 
to ten members, fully armed and determined to get money. 

No one can tell what may happen any second they are in the 
bank. You may have warned your employees not to resist bandits, 
but that is not enough. Customers in the lobby may become ex- 
cited and hysterical. They may shout or resist, upsetting the 
poise of the already nervous bandits. 

Shooting begins and catastrophe follows. 

In one of the leading banks of the South some time ago, 
a number of customers were in the bank while a holdup was be- 
ing staged. No resistance was offered by the bank employees, not 
even by the bank’s special policeman in the lobby. But a cus- 
tomer did resist one of the three bandits. 

Shooting started which resulted in the death of the customer 
and the policeman and in the wounding of another customer 
and a bank employee. Undeterred, the bandits continued their 
raid, taking thousands of dollars from the bank and making good 
their escape in the usual way. 


THE INSURANCE PREMIUM SCALE 


THE insurance company reimbursed the bank for the money 
loss, but the loss of human lives was irreparable. 

Often one of the ironies of a bank holdup is the injury or 
death of a bank customer, who in all good faith comes to the 
bank with the sole purpose of depositing money or securities in 
the one place which he had every reason to believe was absolutely 
safe. Instead, he becomes the innocent victim of a holdup and 
loses his life. 

The loss of money and securities in bank holdups during the 
year ended August 31, 1932, averaged about $6,100 (before 
recoveries through salvage subsequent to the robbery). This is 
not a large amount for a large bank, it is true. But, as a rule, 
it is not the large bank that is attacked. 

In the last ten years, it has been clearly and consistently demon- 
strated that burglars and holdup men avoid well protected banks. 
They do not want to run into trouble at the bank. They fear 
delays and are panic-stricken at the thought of having posses 
and officers of the law following on their heels. 

Consequently, adequate protective measures in the bank pre- 
vent bloodshed, physical injury and loss of property because 
they discourage attempts by crooks and make it extremely difh- 
cult for them to succeed if they do try. 

If the banker who hesitates because of the initial cost of in- 
stalling approved types of protective equipment will measure 
this expense against the reinstatement premium necessary to re- 


store his bank’s robbery insurance following a loss, he will find’ 


prevention more economical than relying entirely upon insurance 
indemnity. 

This matter is important, since insurance companies have made 
radical changes in the rates charged for insurance against loss 
from daylight robbery of banks. Now, instead of flat premiums, 
a graded scale has been adopted. The rates for the first $10,000 
of insurance are not subject to any discount, according to the 


The great majority of all bank holdup rob- 
beries are directed against banks which lack 
modern protective equipment and which do 
not take the precautions they could and 
should take. We believe . . . it our duty to 
impress again upon bankers the vital . . . im- 
portance of taking every possible precaution 


In the last ten years it has been clearly and 
consistently demonstrated that burglars and 
holdup men avoid well protected banks. 
They do not want to run into trouble at the 
bank. They fear delays and are panic-strick- 
en at the thought of having posses and offi- 
cers of the law following on their heels 


revised regulations of November 14, 1932, but there are various 
discounts for larger amounts of coverage—discounts for geo- 
graphical location and for protective devices. 

The manager of the casualty underwriters’ rating bureau ex- 
plains the basis upon which the four bank robbery “territories” 
have been arranged, as follows: 

“Our past experience has shown us the amount of money paid 
out in bank robbery losses in each state. We have, therefore, 
grouped the states which appear to have similar conditions, keep- 
ing in mind to a certain extent the geographical location of the 
individual states. Bank robberies occur more frequently in the 
smaller towns because the banks there are less protected, and the 
holdup men take the path of least resistance.” 

There are various rate discounts for insurance above $10,000 
allowed banks when they have installed approved protective 
devices and have taken certain precautions. This is quite a 
complicated matter, as many factors are involved. For example, 
there are ten vault classifications, according to materials and 
“partial or complete” construction. As to vault alarm systems, 
there are two main classifications, according to the wiring— 
“partial” or “‘complete”—and these are subdivided into three 
merit ratings, A, B and C. There are also watchmen discounts 
and discounts for relocking devices, a tear gas system approved 
by the Underwriters’ Laboratories, a county auxiliary protective 
unit discount, etc. For bank robbery (holdup) there are various 
discounts allowed for other protective features, including one 
for approved types of bandit-resisting enclosures. For full details 
on rates and discounts, it is recommended that bankers consult 
their own underwriters. 


EXAMPLES OF PROTECTIVE FACILITIES 


A FEW typical protective systems and devices which are effective 
to a high degree may be briefly described here. 

Approved tear gas systems have to their credit a number of 
successful bank holdup frustrations. It is an offensive as well as 
defensive weapon. Bandits have a wholesome respect for it. The 
entire lobby can be filled with a high concentration of tear gas 
and fog in a split second—quickly enough to stop a gun battle be- 
fore it begins. Tear gas also makes it easier for officers of the 
law to take the bandits, who cannot resist. 

An electric, central station, protection system provides a 
means for the person held up to obey the bandit’s commands 
while giving a silent alarm to bring outside police or vigilante 
assistance to the bank promptly. The bandits, unaware that an 
alarm has been given, are unprepared for this resistance and 
are often captured or frightened away without loss, while the 
usual network is spread for their quick capture. Tampering 
with the system will cause an alarm at once. In case the ban- 
dit attempts to climb over cages, he unwittingly turns in the 
alarm himself. This system also provides a safeguard for a 
banker when he is away from the bank, in case he is abducted 
and forced to accompany the bandits and provide access to the 
bank vault. Of course, the combination of a good alarm system 
with tear gas greatly increases the effectiveness of the equipment. 

A bandit-resisting enclosure is capable of withstanding pro- 


é 
4 
g 
{ 
¥ 
; 
4 
id 


AMERICAN BANKERS ASSOCIATION JOURNAL, April 1933 


jectiles from hand pistols and revolvers up 
to and including 45-caliber and shot from 
sawed-off shotguns. 

Bullet-resisting materials are tested by 
the Underwriters’ Laboratories for resis- 
tance to penetration or passage of a limited 
number of projectiles from small arms and 
shotguns fired at close range. A typical 
bullet-resisting glass consists of three layers 
of plate glass and two layers of pyroxylin 
plastic bonded together to form a lami- 
nated material of at least 11% inches over- 
all thickness. 

A day time lock provides for locking up 
money and securities, offering time lock 
control and the automatic sending of an 
alarm to the police. 

A variety of combination and time locks 
are approved. One of them has 1,000,000 
possible combination changes. There are 
relocking devices intended to operate and 
relock the original boltwork or to relock 
the door by the functioning of auxiliary 
bolts in case of a burglarious attack upon 
the door. 

Cable lining in vault doors is connected 
to the alarm system of the vault. 

The tear gas pistol is a single-shot hand 
pistol for discharging a cloud of irritating, 
offensive tear gas. It is intended for use 
by watchmen, messengers, custodians and 
other selected employees for protection of 
bank premises against daylight robbery. 
It is not recommended for teller or coun- 
ter use. 


POLICE POWER 


THERE is a good deal more to this prob- 
lem than just the mechanical or physical 
protection by means of devices to be in- 
stalled within the bank. For example, there 
is the broad subject of adequate and efhi- 
cient police power. Banks in Connecticut, 
Maine, Maryland, Massachusetts, Michi- 
gan, New York, New Jersey, Oregon, 
Pennsylvania, Rhode Island, Virginia and 
West Virginia enjoy the advantages of 
state police systems. For the last year re- 
ported, there were only 42 bank burglaries 
and robberies in those twelve states—a 
record exceeded by each of the following 
without a state police force: Illinois, 
Kansas, Missouri, Oklahoma and Texas. 

A state police force yields an operating 
profit in the amount of fines collected, the 
value of stolen property recovered and 
other sources of revenue—to say nothing 
of its value as a crime-deterrent agency, 
saving the loss of much life and property. 
Bankers, for their own good and that of 
their communities, might well work for the 
extension and improvement of the state 
police system. Experience has shown, how- 
ever, that a police system, no matter how 
efficient, cannot take the place of adequate 
protection at the bank. 


Bank Experiences in 


Remodeling Buildings 


(CONTINUED FROM PAGE 66) 


equipment and plumbing. This company 
has on its staff architects and real estate 
experts. 

Case No. 2. Another trust institution is 
modernizing two downtown office buildings 
—one, an old loft building which is being 
made into small offices, the other, a build- 
ing which needs a general internal over- 
hauling. These two operations will cost 
$150,000, calling for new entrances, new 
elevators, modern sanitary facilities and a 
general cleaning and painting. 

Case No. 3. On Northern Boulevard, 
Queens, a savings bank owns a huge old 
mansion of eighteen or twenty rooms. It 
is now remodeling this into one- and two- 
room _ light-housekeeping apartments, 
spending $25,000 for plumbing, refrigera- 
tors, fixtures and a heating plant to turn 
an unrentable liability into an income- 
producing asset. 

Case No. 4. Also in Queens, a commercial 
bank has taken over a small apartment 
building whose first floor could not be 
rented. At a cost of $40,000, the ground 
floor is being remodeled into stores, the 
purchases being plate glass, tiling, fixtures, 
store fronts, etc. The bank expects to in- 
crease the rentals by 12 per cent through 
its remodeling operations. 

Case No. 5. A Brooklyn savings bank is 
doing work on a 12-family apartment build- 
ing, as follows: fixing the foundation, put- 
ting in metal window frames and weather- 
strips throughout and tongue-groove oak 
flooring, plastering, installing a modern 
steam heating system and cleaning and 
sand-blasting the front. This is to make 
more rentable the property that they have 
taken over. 


BANK BUSINESS—75 PER CENT 
A BIG building supply house in Newark, 


with its own remodeling department, re- 
ports that three out of four of its jobs in 
the Newark area come from banks that are 
interested as mortgagees or holders under 
foreclosure. Most of the work done by this 
organization is on flat houses in low-rent 
districts. In Passaic a commercial bank has 
two pieces of property, one devoted to busi- 
ness purposes and the other an apartment 
house being reconstructed. In the former, 
new store fronts are being put in and the 
two upper floors are being made over into 
small offices. In the latter building a self- 
operating elevator and new bathrooms are 
being installed, and a general repainting 
and redecorating is being done. This bank 
is planning other similar remodeling, redec- 
orating and modernization for the spring. 
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A national bank in Atlanta reports: 

“Our banking quarters and office build- 
ing here were added to and thoroughly re- 
modeled in 1931. An office and bank build- 
ing of our branch in Macon was destroyed 
by fire about six months ago. We have re- 
cently let a contract for a modern banking 
house there and are now having plans and 
specifications drawn up for a new front and 
the remodeling of the building of one of 
our branches in Atlanta. 

“All properties controlled by our trust 
department are being kept in good repair 
and modern condition. It is absolutely 
necessary to keep property repaired and 
modernized to make it rentable or salable.” 


*GOOD DIVIDENDS” 
FINALLY, the vice-president and trust 


officer of a trust company in Spokane dis- 
cusses his institution’s policy over a period 
of years: 

“In my judgment there has never been 
a time when a judicious expenditure for 
keeping properties up to date was not a 
good investment. We have practiced it all 
along and have found it to pay good divi- 
dends. For the period of 25 years during 
which we have developed quite a volume of 
trust business, it has been the policy of this 
institution not to hold real estate as a 
permanent investment for clients. It has 
been our practice to put real property into 
such physical condition as to make it as 
attractive as possible for sale. This has 
called for careful study of the utility of 
each piece of property. Our job is to 
liquidate all real estate holdings of our 
trust clients as speedily as possible and to 
re-invest the funds in securities conforming 
to our state laws governing the investment 
of trust funds. 

“This policy has proved a wise one. I do 
not recall a single sale we have made that 
we have regretted. Properties that could 
not be sold without undue sacrifice, we 
have modernized and put in shape to yield 
a maximum return. Store fronts, like apart- 
ment houses, called for some radical 
changes. Electric refrigeration alone has 
placed upon the apartment houses of ten 
years ago the necessity of adding such in- 
stallation or suffer greatly reduced incomes 
or vacancies. 

“Here in Spokane, the lumbermen and 
managers of lumber products concerns 
maintain an office, with a secretary and an 
architect, whose services are placed at the 
disposal of any resident, apartment house 
or store building owner who may be plan- 
ning the modernization of his premises. 
Our chamber of commerce has likewise 
lent its support to the movement, and our 
banks, life insurance companies and sav- 
ings and loan associations, up to this de- 
pression, loaned money freely for the fi- 
nancing of these betterments.” 
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Protective Dividends 
to Members 


HE Protective Department of the American Bankers Association pro- 
vides a trained staff of investigators, qualified to combat the specialized 
activities of bank robbers and within immediate call of members the coun- 


try over, regardless of their location or isolation. 


This prompt and far-flung service is assured through the nation wide web 
of our agents’ offices located in 29 cities scattered over the United States, 
and through correspondents in Canada, Central and South America and 


Europe. 


The practical value of the Association’s protective service is demonstrated 


by results which show: 


(1) Non-member banks suffer twice the percentage of burglaries and 


robberies of member banks. 


(2) Through warnings sounded in the Protective Section of the Ameri- 
can Bankers Association Journal, and through the work of our agents, 


from 200 to 400 criminals are arrested annually. 


Criminals respect this nation wide and relentless service, as evidenced 
by confessions of many who boast being clever enough to avoid banks which 


display the sign of membership in the Association. 


‘The AMERICAN BANKERS ASSOCIATION JOURNAL is a vital fac- 
tor in the dissemination of protective information that materially reduces 


the crime bill against banking. 
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CONVENTION 
CALENDAR (1933) 


A. B. A. MEETINGS 


April 10-12 Spring Meeting, Executive 
Council, Augusta, Ga. 


June 12-16 A.I.B. Convention, Chicago. 


State Associations 


April 20-21 North Carolina Bankers As- 
sociation, Pinehurst. 

April 24-25 Louisiana Bankers Associa- 
tion, New Orleans. 

May 3-4 Arkansas Bankers Associa- 

tion, Little Rock. 

New Mexico Bankers Asso- 

ciation, Albuquerque. 

May 9-10 Mississippi Bankers Assn. 
May 9-10 Tennessee Bankers Associa- 
tion, Nashville. 

May 16-17 Kansas Bankers Association, 
Salina. 

Texas Bankers Association, 
Mineral Wells. 


May 5-6 


May 16-18 


May 17-19 

ciation, Atlantic City, N. J. 

Alabama Bankers Associa- 

tion, Montgomery. 

Missouri Bankers Associa- 

tion, St. Louis. 

New Jersey Bankers Associa- 

tion, Atlantic City. 

Oklahoma Bankers Associa- 

tion, Oklahoma City. 

May -25 Maryland Bankers Associa- 
tion, Atlantic City, N. J. 

May 24-2 California Bankers Associa- 
tion, Pasadena. 

May 2! Georgia Bankers Association, 
Macon. 

June South Dakota Bankers As- 
sociation, Mitchell. 

June Illinois Bankers Association, 
Chicago. 

June West Virginia Bankers Asso- 
ciation, White Sulphur 
Springs. 

June ~ Oregon Bankers Association, 
Gearhart. 

June 14— Indiana Bankers Association, 
Indianapolis. 


May 18-19 
May 18-19 
May 18-20 


May 23-24 


June = Wisconsin Bankers Associa- | 


tion, Green Lake. 

June _ Washington Bankers Associa- 
tion. 

June Colorado Bankers Associa- 
tion, Estes Park. 

June 16- Maine Bankers Association, 
Rangeley. 

June 19- Iowa Bankers Association. 

June 22- Virginia Bankers Association, 
Hot Springs. 

June 29- Michigan Bankers Associa- 
tion, Detroit. 

June Minnesota Bankers Associa- 
tion, Minneapolis. 

June New York State Bankers 
Association. 

June North Dakota Bankers As- 
sociation, Valley City. 

July 28-29 Montana Bankers Associa- 

tion, Helena. 

Wyoming Bankers Associa- 

tion, Casper. 

Delaware Bankers Associa- 

tion, Rehoboth. 

Sept. Kentucky Bankers Associa- 
tion, Louisville. 


Sept. 1-2 


Sept. 7 


Pennsylvania Bankers Asso- | 
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Fifty dollars will be paid for the best 150-word 
answer to this month’s question asked below. 
Answers must be received by April 10. Details 
are given on this page and the important thing 


to remember is that, no matter what approach 
you select in preparing and submitting your sug- 
gestions, helpful information is to be found in 
discussions elsewhere in this issue of the JOURNAL 


The April Question: 


What New Practical Measures for 
Increasing Good Will Toward Banks? 


that banks use only about 50 per 

cent of the brain power of their 
organizations and that, if they used it 
all, their progress would be speeded up 
materially. Inspecting your counter-line 
relations will reveal that your contact 
with customers has been jarred loose 
by three years of unfavorable condi- 
tions. 

In the language of the electrician, 
there are loose connections. And, just as 
the electrician brings the loosely con- 
nected ends together, polishes, rejoins 
and retapes them, so will it be necessary 
for bankers to repair the loose connec- 
tions by restoring the confidence of 
customers on one side and the morale of 
employees on the other. The big task 
ahead is two-fold, and there ean be 
no dodging of the issue. 

For a bank to advertise that it is a 
friendly bank or a bank of personal 
service, without first restoring a close 
personal touch with its customers, is 
gross extravagance. If banks are ever to 
restore old-time public confidence and 
that unquestioned loyalty and support 
of a few years ago, it will take more 
than advertising. There was a time when 
slogans about personal service carried 
weight with millions of depositors, but 
today a demonstration is necessary. 
These same millions are hungry for 
words of encouragement and counsel 
firsthand, and nothing less than the 
friendly grip of a helping hand will do. 


PROMINENT banker claims 


Think of the good that can be done by 
competent representatives speaking face 
to face with depositors, helping them 
to understand their financial problems 
and helping to build good will for the 
bank. 

Employees, too, in many instances 
have become more or less irritable and 
impatient and are not making the old- 
time effort to retain business. Instead 
of anticipating advancement, more at- 
tention is paid to holding one’s own and 
toward keeping expenses down. 

What your bank is doing to meet the 
situation is familiar to you. If it is do- 
ing nothing, that is regrettable. But if it 
is maintaining close personal contact 
with its customers, advising with those 
perplexed and bewildered by what they 
have read or have been told and which 
has alarmed and frightened them, and 
if it is stimulating employees to greater 
effort, it is rendering a great service both 
to its own customers and to banking at 
large. That there is urgent need for im- 
provement on both sides of the counter- 
line is admitted generally. 


BUT HOW? 


WHAT new practical measures for in- 
creasing good will toward banks? 

This question, like those asked pre- 
viously by the JOURNAL, is broad in 
scope and your answers may be as 
broad as you wish. They may cover 
advertising in any of its forms, per- 


sonal contact or what have you. The 
choice is yours. 

Think in terms of your bank and of 
other banks—of your locality and of 
other localities—and of conditions gen- 
erally. But do not theorize; give prac- 
tical, workable measures. And _ state 
them briefly—as many as you wish—in 
150 words. 

Writing in “Iron Age”, Dr. Lionel 
D. Edie, the economist, pointed out re- 
cently that “as soon as we know the 
road upon which we are to travel, we 
shall doubtless witness some rapid 
strides in adapting our economic for- 
tunes to the new certainties. . . . The 
point which observers should not over- 
look now is that the recent banking and 
budget crisis forces the country to end 
a period of great uncertainty and to 
commit its destinies one way or the 
other. Once that commitment has been 
made, the period of reconstruction can 
pursue its way.” 

Among individual banks, what pro- 
gram will best meet this new situation? 
What public relations policies are best 
adapted? Should there be bank sales 
managers, and definite sales programs? 
Should first efforts be directed toward 
regaining money withdrawn by nervous 
depositors, or toward securing new de- 
posits and new accounts? Ask yourself 
questions like these, and note the 
articles in this issue of the JOURNAL 
pertaining to current bank problems be- 
fore submitting your answers. 


The question asked in February pertained to 
farm mortgage relief, and winning answers were 
published in March. The March question was 
“What Is Inflation?” and winning answers ap- 


pear in this issue. In May the JOURNAL will pub- 
lish winning answers to the question given above. 
Bankers requiring the May question in advance 
should write to the JOURNAL after April 15 
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